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BUDGET SPEECH 


DELIVERED BY 


Rt. HON. J. L. ILSLEY 
MINISTER OF FINANCE 


IN THE 


HOUSE OF COMMONS, THURSDAY, JUNE 27, 1946 


THE BUDGET 


ANNUAL FINANCIAL STATEMENT OF THE 
MINISTER OF FINANCE 


Right Hon. J. L. ILSLEY (Minister of 
Finance) moved: 


That Mr. Speaker do now leave the chair for 
the house to go into committee of ways and 
means. 


FINANCIAL REVIEW 


He said: Mr. Speaker, in presenting the last 
budget to this house on October 12, I empha- 
sized that, although hostilities were over, it 
must still be regarded as a war budget, pro- 
viding as it did mainly for war expenditures 
during the fiscal year 1945-46. The budget 
which I now have the honour and duty to 
place before the house is essentially a peace- 
time budget, providing for the financial needs 
of the first post-war year which is wholly a year 
of peace, although these needs include also 
certain remaining costs of demobilization and 
heavy costs for gratuities and other benefits 
to our veterans, costs that will not recur on a 
similar scale in subsequent years. 

In reviewing the background against which 
this budget is projected, I do not propose to 
look further back than the period of demobili- 
zation and reconversion. A review of our war 
finance and of our other economic policies and 
activities during the war would remind us of 
many achievements in which Canadians may 
justly take pride. I referred to some of them 
briefly in the budget of last October. We plan 
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to provide the important figures of our war 
finances in convenient form for reference in 
the next issue of the public accounts. The 
data regarding government financial opera- 
tions during the last fiscal year, that is to 
say, the year ending March 31, 1946, I have 
set forth in a white paper which I shall table 
at the conclusion of my remarks and which 
will be printed as an appendix to the budget 
for the convenience of the house and the 
public. 


GOVERNMENT ACCOUNTS AND 
FINANCING, 1945-46 


As this white paper gives voluminous detail 
in regard to the revenues, expenditures and 
the other transactions and accounts, it will 
be necessary for me to refer only to some of 
the highlights in the record for the past fiscal 
year. The figures quoted, by the way, will not 
be the final figures; they are close estimates 
subject still to certain minor adjustments and 
to one major alteration in connection with the 
United Kingdom financial agreement, which 
I shall explain in a moment. In this connec- 
tion, I should perhaps mention that the 
accounting adjustments and offsetting trans- 
actions required to complete the settlement 
of various war accounts have been particu- 
larly numerous this year, including for instance 
many transfers of payments originally made 
as advances on account or out of working 
capital funds to the final account to which they 
should be charged in our books. 


Total revenues, including refundable taxes, 
amounted to $3,028 million, a slight increase 
from the revenues of the previous year. 


Accounting in part for this high total is the 


sum of $593 million under the heading, “Special 
receipts and other credits”. While this includes 
some such readily understandable items as the 
net income of the Canadian National Rail- 
ways, the earnings of Park Steamships Limited, 
the proceeds of sales of surplus crown assets, 
etc., it is made up in considerable part by 
refunds of previous years’ expenditures and 
other essentially bookkeeping transactions 
arising out of the war. For. instance, amounts 
previously paid by the Department of Muni- 
tions and Supply to contractors as advances 
or working capital are now being finally 
charged to the department or agency which 
received the supplies. Such refunds of previous 
expenditure must be brought into revenue but 
at the same time there are some corresponding 
and offsetting increases in expenditures. Too 
much significance therefore must not be 
attached to the over-all total of revenues, and 
the deficit is, of course, not affected by these 
offsetting transactions. 

More significant is the total of ordinary 
revenues which amounted to $2,436 million, a 
decrease of only $84 million from the previous 
year. ‘Total tax revenues are now estimated 
to have been $2,275 million, which is about 
$100 million less than in the preceding year. 
However, this figure includes only $73 mil- 
lion of refundable taxes as compared with 
$220 million in the preceding year, so that if 
we consider net taxable revenues we obtained 
about $48 million more in 1945-46 than in 
1944-45, despite the substantial tax reductions 
made in the budget of last October. If we 
look at the yield of individual taxes, we find 
decreases in the revenue from the personal 
income tax, the corporation tax and excise 
taxes, and increases in the yield of the excess 
profits tax, succession duties, customs import 
duties and excise duties. But I shall not weary 
the house with the statistical details. The decline 
in the yield of excise taxes was more than 
accounted for by the abolition of the war ex- 
change tax; most of the other special excise 
taxes showed increases, offsetting to a con- 
siderable extent the decline in the sales tax, 
which arose from the broad exemptions in- 
troduced last year for building materials and 
various types of goods entering into produc- 
tion costs. 

Non-tax revenues increased by about $15 
million to a total of $160 million. As the 
house knows, most of this revenue is derived 
from post office receipts and from the return 


a 


on investments, both of which sources of 
revenue have shown a steady increase in re- 
cent years. 

Ordinary expenditures for the year are esti- 
mated at $1,062 million, an increase of $295 
million from the preceding year. This sub- 
stantial increase is largely accounted for by 
an increase of $97 million in the cost of 
servicing the public debt and by the introduc- 
tion of family allowances, which involved 
a cost of $173 million during the fiscal year. 

War and demobilization expenditures for 
the year are shown at a total of $3,558 mil- 
lion. This total includes the offsetting book- 
keeping charges that correspond to refunds 
included in special receipts arising from the 
adjustment of earlier expenditures made as 
advances by the Department of Munitions 
and Supply and finally charged to the de- 
partments and agencies receiving supplies. 
Expenditures by the army, navy and air 
force amounted in the year to $1,707 million, 
as compared with $2,938 million the previous 
year. These service expenditures included 
heavy costs of repatriation and demobilization, 
as well-as settlement of arrears of charges in- 
curred in previous years of active warfare. 
The expenditures of the Department of Muni- 
tions and Supply and Reconstruction amounted 
to $263 million, including the item of $145 
million for the costs of termination of war 
contracts following the end of hostilities. Ex- 
penditures to provide Canada’s contributions 
to UNRRA amounted to $1438 million, com- 
pleting the total of $154 million which we 
agreed to provide. Mutual aid expenditures, 
including the settlement of outstanding ac- 
counts for deliveries in the previous year 
and the cost of some supplies and aircraft 
on hand and surplus at the end of hostilities, 
amounted to $772 million. Expenditures for 
supplies for military relief amounted in the 
year to $34 million, for which bills are being 
rendered to the governments of the recipient 
countries by the combined military authorities. 
War expenditures of the Department of Vet- 
erans Affairs (including the costs of gratuities, 
reestablishment credits, rehabilitation benefits, 
treatment and pensions) amounted to $328 
million, nearly three hundred million more 
than in the previous year. All war ex- 
penditures other than those already mentioned 
amounted to $311 million, of which various 
subsidies on agricultural products and sub- 
sidies to maintain ceiling prices amounted to 
about $192 million. 
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We have not as yet included in the figures 
of war expenditure the $425 million repre- 
sented by the cancellation of accumulated 
liabilities of the United Kingdom under the 
British commonwealth air training plan. 
Although this was provided for in the financial 
agreement with the United Kingdom, the rele- 
vant article of the agreement and the section 
of the act implementing it have not yet been 
put into effect, pending action by the United 
States congress on the Anglo-American finan- 
cial agreement. They will be put into effect, 
however, immediately after approval is given 
to that agreement, which is now at an 
advanced stage of congressional consideration. 
The result will be to extinguish this item now 
listed on our balance sheet as an advance to 
the United Kingdom, and to increase the 
figure of war expenditures for 1945-46 by a 
corresponding amount. This is the major 
change which I expect to see in our final 
accounts for the year, as compared with the 
estimates now presented. 


Special expenditures increased by about $10 - 
increase in 


million, largely due to an 
advances ‘to the prairie farm emergency fund. 
Capital expenditures, losses of and non- 
active advances to government-owned enter- 
prises and other charges remained prac- 
tically unchanged. For the sixth year in suc- 
cession an amount of $25 million was added to 
the reserve for possible losses on ultimate 
realization of active assets. 

The grand total expenditures for the year 
amounted to $4,691 million, a decrease of $555 
million from the preceding year. As total 
revenue, exclusive of refundable taxes, was 
$2,955 million, the over-all deficit for the year 
was $1,736 million, a figure approximately $822 
million lower than the deficit of the previous 
year. This amount is, of course, the extent of 
the increase in the net debt during the fiscal 
year. ; 

Our financial requirements for loans, 
advances and investments, which amounted to 
a total of $666 million, are set out in some 
detail in the white paper. This was more than 
$200 million larger than in the previous year, 
due to very large advances to the foreign 
exchange control board and loans and 
advances to allied governments. 

Total borrowings during the year, excluding 
the renewal of treasury bills, deposit certifi- 
cates and short term notes held by the Bank 
of Canada, amounted to $3,750 million. Of 
this huge total, the great bulk was obtained 
from the two highly successful victory loan 
campaigns. In the eighth victory loan, duy 
ing the spring of 1945, a total of approximately 
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$1,564 million was obtained, made up of 
3,178,275 subscriptions. In the ninth loan, 
floated in October and November, total sub- 
scriptions amounted to $2,025 million and 
numbered 2,947,636. These two highly suc- 
cessful loans marked the climax of the work 
of the national war finance committee, to 
whose able leadership I have frequently paid 
tribute. Our other borrowing during the year 
took the form of refundable taxes, an increase 
of $70 million in treasury bills, the sale of 
war savings certificates and stamps, and a 
modest increase in the floating debt. During 
the year we redeemed for cash securities of a 
par value of $916 million, including $155 mil- 
lion in US. dollar securities. Details of bor- 
rowing operations and redemptions are given 
in the white paper. Our holdings of cash in 
Canada increased by $536 million during the 
year, accounting in considerable part for the 
large total of borrowings. The cash deficiency 
during the year—that is, the net amount bor- 
rowed to finance expenditure, loans and 
investments, and not to redeem debt or add 
to balances in Canada—amounted to $2,452 
million, as compared with $2,955 million the 
previous year. 

There was one important development in 
our borrowing operations and policy which 
should be mentioned. As I announced on 
February 27, the government reduced the 
rate of interest on deposit certificates sold 
to the chartered banks after that date from # 
of 1 per cent to 3 of 1 per cent, and has 
arranged with all the chartered banks that 
the holdings by each bank of government 
securities other than these deposit certificates 
and treasury bills or notes will be limited in 
amount to the equivalent of 90 per cent of 
its Canadian personal savings deposits and 
will be so selected as to maturity as to yield 
on average an interest rate which gives them 
only a moderate profit margin over the cost 
of interest and other operating expenses on 
these savings deposits. This constitutes an 
important development in monetary policy 
and government finance; it means that mone- 
tary expansion through the purchase of gov- 
ernment securties by the chartered banks will 
not result in more than a modest profit margin 
for the banks on such new assets and liabil- 
ities. During the war we were able to accom- 
plish this objective, in substance, through the 
large scale use of deposit certificates and 
informal arrangements for their distribution 
to the various banks. This new development 
will enable us to continue to obtain in peace 
time the advantages of low cost, short term 
borrowing from the banking system. 


As at March 31, 1946, our total unmatured 
funded debt, including refundable taxes, 
amounted to $16,807 million as now estimated. 
The net debt was $13,034 million, which 
reflects, of course, an increase during the year 
of the amount of the budgetary deficit. The 
funded debt carried annual interest charges 
of $436 million. The average rate of interest 
was 2°59 per cent, as compared with 2-51 
per cent as at March 31, 1945, the slight 
increase being due to the fact that most of 
the addition to our debt during the year took 
the form of 3 per cent victory bonds. 

The white paper which I am tabling 
to-night and which will amplify the brief sum- 
mary which I have just given, deals at length 
only. with the government accounts. Next 
year I hope to be able to present additional 
information of broader significance, showing 
how the government accounts and activities 
have fitted into those of the nation as a whole. 
Already the house will probably have noted 
the interesting and significant figures of 


national income, production and expenditures . 


which have recently been prepared by the 
dominion bureau of statistics in cooperation 
with other departments and agencies of the 
government. By next year I hope we shall 
have both the basic statistical data and the 
staff necessary to prepare for presentation at 
the time of the budget figures showing the 
way in which the government expenditures, 
revenues and financing relate to the accounts 
and economic activities of the nation as a 
whole, and this should help in understanding 
and appraising the effect of the government’s 
expenditures and its budget proposals upon 
the economic life of the community. 


ECONOMIC SITUATION 


I have so much else that I must speak 
about in this budget that I propose to com- 
ment only very briefly on the economic 
situation. In any case, immediate economic 
considerations are of less importance in 
determining our present proposals than longer 
term economic policy and the necessities of 
dominion-provincial relations. 

We find Canada to-day more prosperous and 
further along the road of reemployment and 
reconversion that we could reasonably have 
expected last autumn when I presented the 
previous budget. Despite many shortages 
and interruptions, our economy as a whole 
has turned with remarkable speed from war 
service and work to peace-time jobs and object- 
ives. We are enjoying a level of employment 
and prosperity that we have never experienced 
before in peace time. For that, in the hungry 


and devastated world of to-day, we should be 
thankful. On the other hand, we do not have 
the spirit of agreement, of cooperation and 
mutual confidence that we had hoped for; on 
matters of public policy we do not seem to 
have found the peace-time equivalent to the 
“win-the-war” objective that kept us united 
and strong during the war and enabled us to 
reach high levels of national achievement. I 
need not comment on the international or 
industrial difficulties and disagreements. In 
a field much closer to home, and immediately 
affecting this budget, we find now that our 
previous hopes for a comprehensive agreement 
between the Canadian and provincial govern- 
ments have not been realized. Lacking an 
agreement that would have enabled us and the 
provincial governments to make plans with 
confidence and boldness, we must now proceed 
more cautiously, thankful that the present 
prosperity makes many of our problems less 
urgent for a short time. 


When the war ended in Europe, slightly 
more than a year ago, there were three- 
quarters of a million men and. women in 
our fighting forces. Now there are only about 
one hundred thousand; in little more than a 
year we have released about six hundred and 
fifty thousand. Of these, the large majority 
have found employment, or are taking uni- 
versity or vocational training, or have gone 
into business for themselves, assisted by their 
war-time savings and the many benefits pro- 
vided for veterans. In the same period—but 
even more suddenly—our workers in war 
industry were released upon the labour market. 
The number is roughly the same as that of 
servicemen demobilized. All told then, about 
one Canadian in four who work for a living 
has been released from war activities. Several 
hundred thousand of them—married women, 
old people and students—have left the labour 
market. Some others are unemployed, unable 
to find work which they can and will under- 
take—although there are more than one 
hundred thousand unfilled jobs. The rest— 
the majority of the servicemen and war 
workers—are busy at work now in industry, 
trade, farming or elsewhere. Despite shortages 
and interruptions, peace-time production and 
trade have expanded rapidly and absorbed 
most of those seeking work with remarkably 
little difficulty. The number of unemployed 
is only about 200,000 at last report, and with 
the best season for employment still ahead. 
This compares with about 75,000 unemployed 
and seeking work immediately after the end 
of the war in Europe. This 200,000 is only 
about 4 per cent of our total labour force, 
at a time when changes in occupation are going 


on rapidly, and when it is difficult for men to 
move to the jobs that are now available. 


The rapid and succesful demobilization and 
reemployment of man-power has been accom- 
panied and, to some extent made _ possible, 
by the rapid technical reconversion of indus- 
try. War equipment was removed and 
replaced by equipment for civilian production 
in a great many plants with relatively little 
delay or difficulty. When the change-over 
has involved or been accompanied by modern- 
ization or extension of civilian production 
facilities, there has been greater difficulty and 
delay, due to shortages and competing de- 
mands in the United States and abroad. 


In 1944 the total market value of all our 
current production and _ services—what the 
statisticians call our “gross national product”— 
reached a war-time peak of about $113 billion, 
cempared with a value, at lower prices, in 
1938 of about $5-4 billion. 


national production. We do not know, of 
course, what the final figure will be for the 
current year, but so far it has been running 
at about $11 billion—although that level may 
be pushed down as a result of interruptions 
to production. 


Our present prosperity and employment are 
also on the whole well distributed throughout 
the country. There are some areas which 
have suffered from crop failure or from the 
disappearance of unusual war-time industrial 
or other activity, and which are experiencing 
temporary difficulties or a period of readjust- 
ment to more normal conditions, but there 
are surprisingly few of them. 

The reason for the continuing high levels 
of production, employment and incomes, is 
that the demands of war, represented by war 
expenditures which have fallen from a huge 
total a year ago to a small fraction of that 
to-day, have been replaced by other demands 
which, though less insistent and insatiable, 
are nevertheless large and urgent and backed 
by effective purchasing power. 


EXPORT TRADE 


Our income from exports is the most 
important factor determining our prosperity 
and employment in peace time. During the 
war our exports reached fantastic levels, largely 
financed by war expenditures directly as 
through mutual aid, or indirectly, through 
what our forces spent abroad. These war 
exports included many of our staple products 
—foods, metals and other raw materials— 
but consisted largely of war products, guns, 


Thus, the effect _ 
of the war, including the effect of price 
increases, was to more than double our gross 


‘employment and _ production, 
decline in war expenditures, is private expen- 


planes, ships, vehicles, ammunition, radar sets 
and other manufactured war equipment. Now, 
of course, the exports of these war supplies 
have almost entirely disappeared. But the 
exports of food and raw materials continue 
at high levels, and exports of civilian manu- 
factured goods—locomotives, trucks, railway 
cars, ships, and machinery—are replacing those 
of war supplies, and helping to maintain our 
export trade, and therefore export incomes, at 
levels far above pre-war even though below 
the war-time peak. This is the main factor 
in the maintenance of our national production 
and employment. 

While the need of overseas countries for 
our exports is enormous and urgent, most of 
them can only buy from us on credit. It is 
vitally important for the future development 
of our trade that these countries, particularly 
Britain and the countries of western Europe, 
should be able to buy our foodstuffs, metals, 
other raw materials and some of our new 
manufactured products, in order to reestablish 
their economic life and emerge as great trad- 
ing nations providing markets for our goods. 
On our side, it is important to maintain export 
production and income while war expenditures 
decline and until normal trade, both domestic 
and international, is fully reestablished. There- 
fore the government has undertaken a large 
programme of export credits, which from the 
economic point of view is replacing our war 
expenditures by government investments, on 
which we shall earn a return in future years. 


PRIVATE EXPENDITURE OF CAPITAL NATURE 


The second powerful influence maintaining 
despite the 


iture of a capital nature, including building 
nd construction, the purchase of new equip- 
ment and machinery, and the accumulation of 
stock in trade. In this general field there has 
apparently been a substantial increase in 
expenditure over the levels of last year. There 
is a large amount of private capital seeking 
investment in new building, plant and equip- 
ment, but the amount of expenditure of this 
kind is severely limited now by shortages of 
materials, parts and manufacturing capacity. 
In the building and construction field par- 
ticularly, shortages of building materials, and 
to a lesser extent the shortage of skilled 
labour, are seriously restricting the provision 
of housing that is most urgently needed, as 
well as other forms of construction, particu- 
larly commercial and industrial buildings. It 
is to be hoped that this industrial and com- 
mercial expenditure that cannot readily be 
made now will be deferred a year or two, when 


it will help in sustaining high levels of employ- 
ment and incomes after other temporary stimu- 
lants are less strong. 


CONSUMER: EXPENDITURE 


The third offset to the decline in our war 
expenditures has been a substantial increase 
in the expenditures of consumers. At present 
a great many consumers have on hand large 
reserves of savings which they accumulated 
during the war, and some ofswhich they wish 
to spend when the goods they want become 
available. Moreover, the proportion of their 
incomes which people have spent on consump- 
tion during the war has been abnormally low 
and will increase—both because they will not 
try so hard to save as under the pressure of 
war and because the proportion of income 
taken as taxes has been abnormally high. Now 


we may expect people to spend more of their - 


incomes—and they are trying to do so. In 
addition, there has been the effect of the 
expenditures on family allowances to which 
‘I have already referred. These payments com- 
‘menced shortly after the end of hostilities in 
‘Europe, and immediately offset a part of the 
rapid reduction which then took place in our 
war expenditures. Of even greater importance 
/in its current effects, we have been operating 
,a comprehensive and generous system of 
gratuities, benefits, reestablishment credits and 
other assistance for those leaving the armed 
services. I doubt if the house or the public 
realizes the large size of the sums involved in 
this programme. During the fiscal year for 
which we are now budgeting, these various 
payments to or on behalf of veterans as already 
provided for.in the estimates, will add up to 
$620 million, and this figure omits the amounts 
paid by the services themselves for leave on 
discharge, deferred pay, clothing allowances 
and similar benefits. Nearly a quarter of all 
our expenditures this year will be directly for 
the benefit of veterans and their families. 
This year, of course, is the peak period, but 
these veterans’ expenditures have been build- 
ing up rapidly as war expenditures proper 
have declined, and have constituted a power- 
ful influence increasing the total of what con- 
sumers have been trying to spend. 


In fact, of course, consumers’ expenditures 
continue to be limited and determined by the 
goods and services that are available to meet 
the demands. The available information indi- 
cates a moderate increase in these expenditures 
during recent months and a more substantial 
increase in employment in the industries sup- 
plying the consumer, particularly in trade 
and the service industries. 


EXPENDITURES OF GOVERNMENT 


») The fourth influence offsetting the decline in 
our war expenditure has been a modest in- 


crease in the non-war expenditures of govern- 


‘ments and municipalities—and in this I refer 


to their expenditures on supplies and services. 
In the case of the dominion government we 
have deliberately endeavoured to keep this 
increase to the minimum required by urgent 
post-war projects, and in particular we have 
pruned our public works and other con- 
struction programmes drastically in order to 
avoid demands on building materials and 
building labour urgently required for housing. 
I hope that provinces and municipalities will 
find themselves able to follow a similar policy 
at this time when the housing situation is 
so acute. Apart from projects that compete 
with building, however, there are many in- 
creased expenditures by governments and 
local bodies which it is important to proceed 
with as soon as possible after the war, and 


las result has been a gradual increase since 


last summer in government expenditures that 
give rise to employment and production. 


PRICE CONTROL 

While I hesitate to venture into the field 
of forecasting economic developments in a 
world as chaotic and eventful as the one we 
are living in at the present time, it appears 
that these major influences which have main- 
tained a high level of expenditures for Can- 
adian goods and services despite the reduction 
in war expenditure will persist for the re- 
mainder of this fiscal year, and beyond it, 
unless further difficulties arise to retard pro- 
duction. If these difficulties can be avoided, 
then I think we may reasonably expect a level 
of expenditure adequate to maintain a high 
level of employment and production through 
the year. Indeed, the pressure of expenditure 
at the present in many fields is so great that 
action by the government and others is 
needed to prevent rapidly increasing prices and 
the development of inflation. 

The pressure on prices is still very strong. 
The scarcity of goods in relation to spending 
power is less than during the last few years, 
because there are more goods and services 
available for sale, both from larger production 
and imports and from the decline in the pur- 
chases of goods for war purposes. On the 
other hand, purchasers have incomes nearly 
as high as in war time, accumulated savings 
on hand at levels never before approached, 
and a greater disposition to spend now that 
‘the war is over. All this tends to pull prices 


up. Prices are also getting pushed up from 
below by increases in costs, increases in the 
cost of imported materials and parts, increases 
in fuel costs, increases in wages, and higher 
overhead costs when output is restricted. 

We must resist this pressure towards higher 
prices and keep the increases within reason- 
able limits. During the war, as a result of 
strenuous efforts and the effective cooperation 
of the Canadian people, we succeeded in 
keeping prices under control and avoiding in- 
flation. It would be the greatest folly now to 
dissipate the fruits of our efforts by letting 
prices get out of hand, by letting inflation set 
in when the battle is nearly over. Adjust- 
ments are necessary now, and many of them 
have been made. Some increases in prices 
and wages have been essential, and some 
others have been tolerable. PWe believe it is 
wise, and practically necessary, gradually to 
relax and remove the controls which made up 
our stabilization programme. Price ceilings are 
being raised here and there where conditions 
permit, and suspended altogether in some 
cases where no serious harm seems likely to 
result. Wage and salary control has been 
made more flexible to permit adjustments 
that are necessary, or that are justified on 
grounds of equity. But this relaxation is in- 
tended as a deliberate, orderly programme of 
decontrol and not as an invitation to a mad 
scramble for higher prices and wages in which 
we shall all suffer./ So far, most Canadians 
have on the whole shown a sensible restraint in 
seeking adjustments of prices and wages. Now 
that we are relaxing our controls, we must 
look to all important groups and their leaders 
to act with sense and discretion and a due 
regard for the results of their actions upon 
others. I am sure that all members of this 
house would regard inflation now as a dismal 
tragedy, coming at the end of what has been 
an outstanding record of success in dealing 
with the economic problems of war. 

The real answer, the constructive answer, 
to the inflationary pressures existing at this 
time is to work and produce the goods that 
are wanted in greater volume, so that our 
greater buying power will result in more goods 
at reasonable prices, rather than fewer at 
higher prices. To business men in particular 
I would like to address a plea that they do 
all in their power to hold prices down and 
get volume up, over this next critical year. 
The purchasing power represented by war-time 
savings will go further and our prosperity will 
Ibe more permanent, if prices can be kept down. 
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Canadians, before long, must expect to meet 
competition in export markets and in their 
own markets from the exports of other 
countries. We wish to enter that long period 
of competition with the advantages of low 
costs and volume production, so that high 
employment can be maintained and a high 
real standard of living. 

Production then should be our primary 
objective both for its own sake in a world 
that needs goods so badly, and as a safeguard 
against the present danger of inflation. We 
should aim now at high volume production 
for civilian purposes despite shortages, strikes, 
delays and uncertainties, high volume pro- 
duction rather than high prices as a source 
of income and profits. No longer must civilian 
production be restricted in order to conserve 
resources for war. It can now receive first 
priority. 


BUDGET FORECAST 1946-47 AND FINANCIAL 
PROPOSALS 


It is with this view of the current economic 
situation and the prevailing trends that I have 
approached the primary purpose of this budget, 
namely, the formulation of financial proposals 
to meet the requirements of the current fiscal 
year 1946-47 and the months immediately 
following the close of the year. 

As the house knows, the main estimates for 
the current fiscal year, covering both ordinary 
expenditures and expenditure chargeable to 
demobilization and reconversion involve an 
expected outlay of $2,769 million. We have 
found from experience, however, that there 
are likely to be savings in any financial 
programme of that magnitude, although of 
course it is impossible to say beforehand in 
respect to what items the savings will actually 
be made. On the other hand, payments to 
veterans, chiefly veterans’ credits, have been 
running in recent months at higher levels than 
were anticipated when the main estimates 
were prepared. My own forecast is that apart 
from any substantial increase in this item and 
assuming no new commitments of a major 
character, the total savings will be sufficient 
to allow for any supplementary and further 
supplementary estimates which it may be 
necessary later in the year to ask the house 
to approve. 

On the revenue side, it is estimated that 
under our tax laws as they now stand, total 
revenues in 1946-47 will approximate $2,510 
million as compared with $2,956 million in the 


last fiscal year. I shall place on Hansard a 
table showing the details of this estimate in 
comparison with the revenues of 1945-46: 


Forecast Actual 
Fiscal Year Fiscal Year 
1946-47 1945-46 
(millions) (millions) 
Customs duties ...... $ 183 $ 129 
Pixerse Cities ”...t were 195 187 
Sales tax (net) 2... 250 212 
War exchange tax ... At 41 
Other excise taxes ... 259 244 
Income tax: 
IPersoalseerinc ce tee 640 692 
Corporate 4 ives es 5 210 218 
Excess profits tax .. 340 494 
Interest and _ divi- 
dendgaitiy. Tee ss 30 28 
Succession duties .... 24 Pay 
Miscellaneous ........ 9 9 
Total tax revenue .... 2,140 2,270 
Less refundable taxes cus 13 
Net tax revenue ..... 2,140 2,202 
Non tax revenue ..... 170 161 
Total ordinary revenue 2,310: 2,363 
Special receipts ...... 200* 593 
Total reventies 7... .: $2,510 $2,956 


* Arbitrary estimate. 


On these estimates which are believed to be 
conservative, there will be a decline of $446 
million in our revenues this fiscal year com- 
pared with last, but most of this expected 
decrease comes from assigning to special 
receipts an arbitrary estimate of $200 million 
as compared with last year’s corresponding 
figure of $593 million which, as I have already 
explained, is inflated by abnormal bookkeep- 
ing transactions. The more significant com- 
parison relates to ordinary revenue, the esti- 
mate for which shows a decline of $53 million 
from last year. This expected decrease is 
largely attributable to the reductions in per- 
sonal income and_ excess. profits taxes 
announced in last year’s budget. Substantial 
declines in the yields of these two taxes are 
not expected to be fully offset by moderate 
increases in the returns from customs and 
excise duties, the sales tax and the special 
excise taxes. 

These revenue estimates of course are based 
on the assumption of no changes in our present 
tax structure. They indicate that if no such 
tax changes are made and if our total expen- 
ditures do not exceed the estimate given a few 
minutes ago, we may expect a budgetary 
deficit for 1946-47 of roughly $260 million. 
Measured by standards of the past, that is 
still a not inconsiderable deficit but it is in 
pleasing contrast with the deficit of $1,735 mil- 
lion which I have already reported for the 
last fiscal year. 


It is possible that some of the revenue 
figures given above may prove to be under- 
estimates if economic conditions remain as 
prosperous as at present, and in particular, 
special receipts, swollen by large scale dis- 
posals by War Assets Corporation, may be 
higher than the $200 million figure quoted. 
On the other hand, as I have already indicated, 
expenditures in the form of payments to 
veterans have been running ahead of earlier 
estimates. I think we can best accept the 
relatively conservative estimates that I have 
given above, in the expectation that there 
may be offsetting increases on both sides of 
the account, leaving the deficit roughly at the 
level forecast, subject, of course, to the tax 
changes which I shall propose. 


FINANCIAL REQUIREMENTS 


The financial requirements for which we 
must provide during the present fiscal year 
include not only our budgetary expenditures 
but certain disbursements outside the budget 
for the acquisition of active assets. For this 
purpose, during the present year we shall have 
to raise a substantial amount of cash, as in 
addition to the normal increases in loans, 
advances and investments, 


board, the export credits programme and the 
United Kingdom loan will require the dis- 
bursement of governmental funds in very large 


volume. We estimate that during 1946-47 the | 


total of these disbursements which create 
active assets may be in the neighborhood of a 
billion dollars. This will bring our total finan- 
cial requirements on the basis of present 
commitments and present estimates during the 
ear to roughly 334 billion dollars. 
Financial requirements of this magnitude do 
not of themselves suggest a reduction in taxes. 
oreover, as I have already indicated, the 
urrent economic situation in respect of the 
vailable volume of purchasing power and 
current spending trends is not such as to 
provide an economic justification for reducing 
‘taxes at the present time. Lighter taxes are 
not needed now for the purpose of permitting 
r encouraging additional private spending in 
rder to maintain employment this year. In 
act, 1f only immediate economic conditions 
ere involved, one could make a case for 
emporary higher taxes in order to curb the 
excess of spending in some directions that is 
\tending to pull prices up. 


TAX POLICIES 


There are, however, other important con- 
siderations to be borne in mind. In the first 
place, the action we take now in regard to 
taxes should provide whatever stimulus is 


resulting from © 
ordinary government activities, including the 
financing of the foreign exchange control — 
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possible to increased production. If we can 
encourage hard work and efficient production 
at this critical time, we shall be assisting 
greatly the effectiveness of our other actions 
to overcome the inflationary influences left 
behind by the war. 


Secondly, in shaping our tax policies at 
present we should be moving toward our 
normal post-war tax policy, and we should 
therefore bear in mind the long run problems 
we shall face once the huge, temporary post- 
war demands have been satisfied and _ it 
becomes necessary for us to maintain and 
stabilize national expenditure and employ- 
ment./When that time arriv2s, we must depend 
on steady, large scale capital expenditures by 
private business, and on our ability to sell our 
products abroad (and at home, too) in com- 
petition with other countries, if we are to 
succeed in maintaining a high level of em- 
ployment and a high standard of living. To 
secure these conditions of stable prosperity we 
must revise our war-time tax system in such a 
way as to preserve essential fairness in the 
distribution of the total burden and avoid any, 
serious deterrent to hard work and ements 


It will therefore be my pleasant duty in a 
few minutes to announce reductions in taxes 
on personal and corporate incomes which are 
based upon these longer run considerations as 
well as upon the desire to increase immedi- 
ately the incentive to produce, even though 
we recognize that such reductions at this time 
may possibly increase some of our difficulties 
during the period of shortages and inflationary 
pressures. 


DOMINION-PROVINCIAL FINANCIAL ARRANGEMENTS 


The effect of the tax reductions which I 
shall propose to-night will, I believe, depend 
to an important degree upon what provincial 
governments do when the war-time tax agree- 
ments expire. These agreements were made in 
order to provide a necessary increase in over- 
all taxation from imposing intolerable inequi- 
ties and hardship. Unless new arrangements 
are made to enable provinces to meet their 
requirements without a free-for-all scramble to 
exploit the major tax sources, I am convinced 
that this country will lose much of the econ- 


, ito achieve a reasonable standard of economic 


| 


security for all Canadians no matter in what 
part of the country they may live. It was 


‘with these broad objectives in mind that the 


omic advantages which should accrue from . 


the over-all tax reduction which is now envis- 
aged. Before outlining my tax proposals in 
detail, I must, therefore, refer to the problem 
of dominion-provincial financial relations. 


This problem is far more than one of taxa- 
tion alone. What is at stake is Canada’s 
ability (a) to have an effective anti-depression 
policy and to maintain full employment and 
a high national income after the present 
abnormal transition period is over; and (b) 
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dominion government put forward its pro- 
posals to the dominion-provincial conference 
which began its sessions on August 6 last. 


These proposals 6utlined a coordinated pro- 
gramme by which the dominion and the prov- 
inces could most effectively work together to 
provide high and expanding employment and 
national income, a wide measure of economic 
security and a less burdensome, more efficient 
tax system. The proposals formed an inte- 
grated whole but for purposes of the present 
outline can be grouped in three categories: 
those relating to public investment, those 
relating to social security and those dealing 
with tax reform. 

Obviously at the present time of many con- 
tinuing shortages and pressing demands it is 
not opportune to consider launching a large 
public investment or public works programme. 
Nevertheless the war-time depletion of many 
of our assets and depreciation of many of 
our public works make it imperative that we 
now prepare plans for greatly expanded activ- 
ity in the whole field of public investment 
when the employment situation and other 
conditions should make that desirable. In the 
pee proposals emphasis was laid in par- 
icular on two aspects of public investment. 
One was the desirability of regulating the 
timing of public investment in so far as that 
was practicable, with a view to levelling out 
booms and depressions,/ The second was 
recognition of the need for increased expendi- 
tures on the conservation of our soil and 
forests, and the economic development of our 
resources. To these ends the government 
outlined a substantially expanded programme 
of resource development and conservation ser- 
vices and construction projects which it was 
prepared to undertake itself, and also a broad 
list of services and categories of projects 
under provincial jurisdiction which -it was 
prepared to assist. {There were in addition 
grants proposed to provincial governments, 
and through provincial to municipal govern- 
ments, to assist in meeting the cost of advance 
planning of projects with a view to building 
up a reserve shelf of useful works for time of 
need, and to encourage the best timing in 
relation to the general employment situation 
for carrying out these planned works. The 
programme as a whole was designed to develop 
and conserve the productive wealth of Canada, 
to assist in stabilizing employment, and to 
widen opportuniti¢s for private investment 
and employment.~ The character of invest- 
{ment proposend was one complimentary to 
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private investment rather than competitive 


with it and was designed to be, when not — 
directly self-liquidating, of real economic and ° 


social value to the nation. 

The various social security proposals had 
also broad economic as well as broad social 
objectives. They were planned not only in 
relation to the needs of individuals suffering 
from the distress of unemployment, illness 
and old age, but also with a view to stabiliz- 
ing the income of the lower income groups 
of the population and consequently that of 
the community as a whole. 


The proposal for unemployment assistance 
was designed to care for the great bulk of 
able-bodied workers who might be unemployed 
through no fault of their own. This ex- 
tension of dominion responsibility would re- 
move the overcharging menace of the ability 
of provincial and municipal governments to 
finance themselves, and in particular the threat 
and uncertainties facing real property owners, 
inherent in the present responsibility for relief. 
In addition, proposals were made for expanded 
vocational training and other rehabilitation 
services designed to fit men for their most 
productive work and to prevent deterioration 
arising from idleness. 

The old age pension proposals, including as 
they did, an increase in benefits and abolition 
of the means test for all persons aged 70 and 
over, and with provision for assistance to 
provincial schemes for persons from 65 to 69, 
recognized the claims and needs of our old 
people with which there seems to ge general 
sympathy. The qualifying age for federal 
assistance for pensions to the blind was to be 
lowered to 21. 


In the important field of health the pro- | 


posals provided for substantial dominion assist- | 


ance to provincial public health and pre- 
ventive medicine activities, for tuberculosis, 
mental disease and venereal disease prevention 
and cure, and for other health services. In 
addition an offer was made to meet approxi- 
mately 60 per cent of the cost of provincially 
administered health insurance schemes within 
a national framework. The health insurance 
offer was an optional rather than obligatory 
part of the proposals and the programme 
was to be developed progressively by stages 
and areas. 
tribute a great deal to relieve individual 
suffering and improve the health of the nation, 
and would ultimately pay substantial divi- 
dends in financial as well as human terms. 
As in the case of Australia, New Zealand 
and the United Kingdom, it was proposed 
that these expanded social services would be 
financed in part by direct personal contri- 
butions. These might be likened to modest 


It was believed that it would con- — 
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insurance premiums paid by each individual in 
order to make systematic provision against 
risks or contingencies which might otherwise 
fall with crippling force upon the family 
budget, as for instance the cost of medical 
care does to-day. There were no hard and fast 
provisions laid down as to the financing of 
the province’s share of health insurance except 
that there was to be a registration fee which 
was not specified. 

The tax proposals which have been the sub- 
ject of so much controversy were in reality 
two-fold, and there is some danger that sight 
may be lost of the second and more important 
of these aspects. As a necessary preliminary, 
the government proposed that it should have 
exclusive occupancy of the personal income, 
corporation, and succession duty tax fields, 
compensating the provincial governments by 
annual rental payments. The August pro- 
posals were subsequently modified in respect 
to the succession duty tax to provide for 
continued exercise, by any province which 
so wished, of its succesion duty rights, with 
compensating credits to individuals paying 
provincial taxes and compensating adjust- 
ments in the annual rental paid to the pro- 
vincial government. ‘The government then 
outlined the policies which it proposed to fol- 
low if an agreement had been reached giving 
it a free hand in these fields, including reduc- 
tion in personal income taxes and’ elimination 
of a portion of the existing element of double 
taxation in the corporate tax. The govern- 
ment attached great importance to the bene- 
fits which would be possible through a single 
administration of these important tax fields, 
arising from simplification and reform of the 
tax system on a scientific basis to reduce the 
total tax burden, from the removal of existing 
inequities, from greater efficiency of ad- 
ministration and collection, from reduction 
in the cost of tax compliance by the tax- 
\ payer, and from the means it would have 
\ available through appropriate changes in 
| policy to help offset fluctuations in the busi- 
j\ness cycle. Of particular importance was the 
belief that the right tax policies, varying with 
he needs of the times, would lead to broaden- 
‘ing and expansion of the tax base, that is to 
‘say, the size of personal and national incomes 
and consequently reduce the real burden of 
.taxation. These taxes which were once rela- 
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become far too large to allow conflict, con- 


ioe trivial in amount have of necessity 


fusion and overlapping of policy to thwart 
investment, retard industry and depress em- 
ployment. They are far too important ad- 
juncts of economic policy to be exercised in 
different and unordinated ways if we are to 
achieve our objectives of high and stable | 
income and employment. 
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A word should be added on the fiscal position (two provinces appeared to be definitely opposed 
in which the dominion’s proposals would have ##to an agreement of the character and scope 
put the provincial governments. In the major * offered by the dominion. In the case of 
expenditure fields of public investment and Quebec, it was never at any time made clear 
social services, the government was prepared just what changes in the dominion proposals 
to assume responsibility for the most sharply would be necessary to make them acceptable 
fluctuating items and to assist the provincial to that province. Ontario, it is true, did offer 
governments substantially in expansion of a proposal which was an alternative to the 
their own services. Municipal budgets would dominion proposals, but it was not until the 
also have been relieved of both substantial closing hours of the conference that the 
current and potential expenditures. The annual financial implications of that proposal were 
rental offered the provinces to vacate, for the revealed. These involved so large a net in- 
pnoposed thnee-year term of the agreement, crease in total cost to the dominion as to put 
certain direct tax fields was not only generous the proposal beyond the possibility of 
in relation to any amounts which the provincial responsible consideration. 
governments had hitherto derived from these 
fields, or could expect to derive in the light to forego revenues from which we estimated 
of the necessary post-war level of dominon we would receive $102 million per year and 
taxes, but could not fall below a guaranteed 4 accept an increase in our obligations 
minimum and would rise proportionately with amounting to at least $32 million and perhaps ~ 
increases in gross national product. The net to as much as $100 million, as compared with 
effect would have been to put all provincial those assumed under the dominion’s finally 
governments in a much stronger and more  yeyiged proposals. In other words, the Ontario 
stable fiscal position than they had ever proposal would, according to our estimates, 
enjoyed before or than there was any prospect have involved an additional net burden on 
of their achieving in a return to the general the dominion treasury of at least $134 million 
free-for-all of pre-war. At the same time it .., year, and perhaps $100 million in addition 
was believed this could be done at a reduced to that. These figures have been disputed, 
overall cost to the taxpayers, and would put they cannot be successfully refuted. At 
provide positive incentives to industry and a that stage the dominion felt it had made as 
greater degree of security for all Canadians comprehensive an offer, and had undertaken 
in all parts of Canad to assume as great a financial burden, as it 

The conference, which met last August, could possibly justify to the people of Canada. 
decided to accept the dominion’s proposals The negotiations had extended over nine 
as a basis for discussion and a continuing co- months and during that period of time the 
ordinating committee was appointed consisting dominion had repeatedly revised its proposals 
of the Prime Minister and the nine provincial in an endeavour to meet the several requests 
premiers. This coordinating committee met made by the provinces. We were still willing 
in camera from November 26-30, from January to accept suggestions for modification of our 
28-February 1, and on April 25 and 26. Most proposals provided they did not further in- 
of the discussion at these meetings took place crease the burden upon the taxpayers of 


Under the Ontario proposal we were asked 


within the framework of the dominion pro- Canada. In particular, we were willing to 
posals. Modifications were suggested by rent for a temporary period our rights to use 
provinces and a good many substantial re- certain fields of excise taxation, in the same 


visions were made by the dominion at the way as we were asking the provinces to rent 
January and April meetings, so many indeed to us temporarily their rights in certain fields 
that we were charged with “constant and of direct taxation, provided the provinces 
drastic revisions” while at the same time we , could agree amongst themselves with respect 
were also accused of “uncompromising rigid- $ to the rental consideration. However, none 
ity”. It is fair, I think, to add that no alter-@§ of the suggestions to this end made by our- 
native to the broad outlines of the dominion’s 9 selves or by some of the provinces, was accept- 
proposals was discussed at the coordinating @™ able to the provinces generally, and when it 
committee meetings held in camera. became clear how wide was the gulf between 
I shall not attempt to analyse the stand @the dominion and at least one of the provinces, 
taken by each province. The published record the conference adjourned! sine die. There is 
of the open meetings which took place from nothing to be gained by post mortems or 
April 29 to May 3 speaks for itself. I am  recriminations. We must now get on with 
convinced that in the case of at least a our tasks as best we can. 
majority of provinces an agreement could The inability to reach a final agreement with 
have been reached along the broad outlines of the provinces has, however, greatly compli- 
the dominion’s proposals. However, at least cated my task in formulating this budget. The 
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budget obviously cannot be based on the 
assumption that a general dominion-provincial 
agreement will still be reached. In my opinion 
the differences are far too great, not only 
between some provinces and the dominion but 
also between some provinces and other prov- 
inces to permit of reconciliation at an early 
date. I have had therefore to prepare this 
budget upon the assumption that no new gen- 
eral tax agreement could be made in the near 
future. {Accordingly, in keeping with the terms 
of section 20 of the war-time tax agreements, 
I am proposing that the dominion’s flat rate 
of tax on corporate incomes be reduced from 
40 per cent to 30 per cent as from January 1, 
1947.) I am also proposing, as I shall explain 
in detail a little later, a substantial further 


_ reduction in personal income taxes, effective 


‘ in 1947, which will enable the provinces which 


wk 


so desire to re-enter the personal income tax 
field. With these proposed reductions and 


;with the payments to the various provinces of 


certain holdbacks within thirty days of the 
termination of the present agreements, we 
shall have fully carried out all our obligations 
under those agreements. 

Nevertheless, we have all along been acutely 

conscious that the mere carrying out of the 
terms of these agreements would not enable 
us to remain indifferent to the problem of 
provincial finance and taxation. The agree- 
ments will all expire by next spring, three of 
them this fall, and without a new agreement 
several provinces are going to be faced with a 
difficult budget problem, and a chaotie tax 
situation is likely to arise. 
\If no new agreements are made, the prov- 
inces will again become dependent upon what 
they can collect from income and corporation 
taxes. Unfortunately, the income and cor- 
poration tax base is very unevenly divided as 
between provinces. Even before the war those 
provinces which were less fortunately placed in 
this respect were driven to uneconomic methods 
of taxation in attempting to meet their bud- 
get requirements. Apart from duplication and 
overlapping of taxes, provinces were forced to 
adopt arbitrary and makeshift devices which 
bore heavily on costs and hampered produc- 
tion. In spite of this, some provinces could 
not meet their minimum requirements with- 
out loans and temporary subsidies from the 
dominion. Their autonomy and their ability to 
discharge their constitutional responsibilities 
were seriously threatened, 

If the pre-war situation was unsatisfactory, 
the ‘post-war position will, in the absence of 
new agreements, become intolerable. Provin- 
cial expenditures have expanded greatly. Over- 
all provincial budgets, brought down for the 
current year, call for expenditures higher by 


about $200 million than in 1940. This is an 
increase of roughly two-thirds. If the prov- 
inces again become dependent on income and 
corporation taxes, some will be forced to adopt 
taxation expedients far more drastic than 
those employed before the war. Financial 
pressure on the less-favoured provinces will 
give rise to increasingly arbitrary and discrim- 
inatory taxation, will lead to interference with 
interprovincial trade and to the extension of 
government ownership and operation of busi- 
ness merely in order to obtain additional 
provincial revenues which of course would 
mean loss of revenues to the dominion. Even 
with all this, it is difficult to see how some 
provinces could retain their solvency and any 
degree of financial autonomy. Moreover, the 
arbitrary and discriminatory provincial taxes 
would come on top of dominion taxes which, 
while substantially less than at present, would 
still be considerably higher than before the 
war. The dominion cannot stand aside and | 
allow such a situation to develop. It would 
seriously impair the capacity of private enter- 
prise to provide high and expanding employ- 
ment. It would weaken and perhaps destroy 
our federal system. 

The government has reached the conclusion 
that it would be irresponsible in ‘the extreme 
if it allowed such ‘a ‘situation to’ develop 
without a further attempt. to prevent it. It 
has been convinced that it would be shirkingy 
its responsibility to the people of Canada if 
it did not seek to devise some modified pro- 
posal which could be accepted by those proy- 
inces which wished to accept it and be left 
aside by those which did not desire it or felt #® 
they had no need for it. Such a modified 
proposal we have devised. 

While it is to be regretted that it was not 
possible to reach agreement with all the prov- 
inces at the conference, it would be a mistake 
to say that the conference itself had not been 
of the utmost value in making clear to the 
governments of all the provinces as well as 
to the dominion government the problems 
with which each is faced, and the factors of 
which full account must be taken if immediate 
pressing situations are to be met and any 
practicable solution is ultimately to be found. 
Our modified proposal has been devised in the 


light of the conference discussions. I wish 
now briefly to outline its terms. It is, as I 
have indicated, wholly optional. Any prov- 


ince which wishes to do so will be perfectly 
free to remain out of the agreement and deal 
with its own problems in its own way. With 
those provinces which accept it, an agreement 
will be signed which will terminate five years 
after the termination of the present agreement. 
This is a longer term than the term of three 


te 
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years provided in our original proposals. It is, 
however, expected. that some provinces may 
wish to sign immediately and others, if they 
sign at all, may not sign for one or two or 
more years. Having this in mind, it seems 
inappropriate to suggest a term shorter than 
five years. 


OFFER TO:-PROVINCES 


The essence of our proposal is that in return 
for specified unconditional annual payments 
and other benefits, the agreeing provinces 
would undertake to restrict during the term 
of the agreement their use of the three fields 
of direct progressive taxation as follows: 


(a) The agreeing provinces would agree 
not to levy any taxes on personal income 
nor permit their municipalities to do so. 
There would, of course, be double taxation 
of personal incomes in those provinces which 
did not wish to enter into the agreement 
and proceeded to levy their own taxes on 

ersonal incomes, but in order to help reduce 
he burdens of such duplication the Domin- 
on would be willing to give a tax credit to 
the individual taxpayer of the amount of 
he tax he had to pay to the province, up 
to 5 per cent of the tax payable to the 

ominion by such taxpayer. Any increase 
in financial burden on the individual tax- 
payer would thus be avoided if the prov- 
incial tax did not exceed 5 per cent of the 
dominion tax. The provincial government 


» would, of course, have to remain the sole 


judge as to the amount and nature of the 
tax it imposed on its own people, but ob- 
viously the inconvenience to the individual 
taxpayer involved in filling out two sets of 
income tax returns and calculating tax on 
two different bases would be decreased if 
the provincial tax were imposed as a fixed 
percentage of whatever tax might be pay- 
able to the Dominion by the individual tax- 
payer. In order to be of assistance to that 
end, the Dominion would be willing to make 
extra copies of its forms available so that 
when filling out his dominion tax return 
the taxpayer could merely make an addi- 
tional copy and mail it with his cheque to 
the treasurer of his province. 


(b) An agreeing province would undertake 
to levy a five per cent tax on net corporate 
income within the province and would also 
agree on behalf of itself and its municipal- 
ities to impose no other corporation tax or 
tax on corporations except corporations 
engaged in mining or logging operations. 
For this purpose, a corporation tax would 
have the same meaning as under the exist- 
ing agreements. The province would also 
agree to discontinue the special five per cent 


whichever is the greater. 


tax mentioned above at such time as all 
provinces had made a tax agreement with the 
dominion. The five per cent levy would be 
based on taxable income as defined in the 
dominion income tax law, and allocation 
between provinces would be made on the 
basis of uniform rules worked out between 
the dominion and the provinces making an 
agreement. The dominion would collect the 
five per cent tax for the province and the 
dominion’s annual payments to the province, 
as specified below, would be reduced by the 
amount of such collections. Any province 
not signing the agreement could levy such 
taxes as it pleased on its corporations, but 
any such taxes defined as corporation taxes 
or income taxes under the existing agree- 
ments, other than taxes on corporations 
engaged in mining and logging operations, 
would not be regarded as a deductible ex- 
pense for the purpose of calculating taxable 
income under dominion tax laws. 


(c) For the duration of the agreement oxiatt 
an agreeing province would either undertake) 
not to levy succession duties at all or if it) 
wished to continue to do so, it would agree. 
to accept an appropriate reduction in its) 
annual payments due from the dominion. | 
In the latter case, succession duty amounts 
payable to the province would be treated 
by the dominion as a credit against amounts | 
due under the dominion succession duty but | 
the credit would be limited to one half the © 
succession duties payable to the dominion. 
The dominion’s annual payments to an 
agreeing province so continuing to impose 
succession duties would be reduced by the 
aggregate amount of such credits. This pro- 
posal, of course, will involve a doubling of 
the rate of succession duties now in effect 
under the dominion act but because of the © 
system of tax credits already described, the 
general burden of the combined dominion 
and provincial succession duties in those 
provinces which continue to levy succession 
duties will be the same as at present. 


In return for these undertakings, the agree- 


ing provinces would receive annual payments 
from the dominion along the lines of the pro- 
posal made by the dominion to the provincial 
premiers at the conference held two months 
ago. 
dominion would undertake to supplement th 
present statutory subsidies in such a way as) 
to provide that each province 
agreement with the dominion would receive 
a guaranteed minimum 
including statutory subsidies, 
per capita based on the 1941 actual or the 


For the term of the agreement thd 


signing any 


annual payment, 
equal to $15 


1942 estimated population of the province, 
The actual pay- 
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ments to be made in any year would be equal 
to the guaranteed minima increased in pro- 
portion to increases both in population and in 
per capita gross national production and 
would be based on the average of payments 
as- determined separately for each of the 
three preceding years. In no case would the 
dominion’s payments to a province be less 
than 150 per cent of that province’s annual 
receipts under its wartime tax agreement (ex- 
cluding guarantee of gasoline tax revenue). For 
no province would they be less than two mil- 
lion dollars. In addition, all provinces would 
be free to tax profits from mining and log- 
ging operations and any such taxes would be 
treated as a deductible expense for dominion 
tax purposes. Finally, in the case of com- 
panies whose main business is generating for 
distribution to the public or distributing to 
the public electrical energy, gas and steam, 
the dominion would pay to the provinces con- 
cerned one-half the dominion’s net corpora- 
tion income tax collections from such com- 
panies in respect to such business. This pay- 


ment to a provincial government would be 
reduced by an amount equal to any taxes 
which the government of that province levied 
on such companies. If a provincial govern- 
ment or one of its municipalities should take 
over a tax-paying corporation (other than one 
of the category just mentioned), the specified 
annual payments to that province would be 
reduced by the amount of the tax loss sus- 
tained by the dominion. The provisions 
regarding the allowances for taxes on mining 
and logging operations and half the tax on 
certain public utility companies will apply 
to all provinces, whether or not they enter into 
an agreement. 

I have had prepared a table showing the 
guaranteed minimum payments for all of the 
provinces and the payments presently esti- 
mated for the year 1947, assuming all prov- 
inces accepted the agreement, together with 
the provincial revenues received from com- 
parable sources at the present time. With 
the consent of the House, I shall place this 
table on Hansard: 


Dominion Payments to Provinces Under Proposed Tax Agreements 
(Millions of Dollars) 


Dominion Payments 
to Provinces under 


Proposed Tax Agreements 


7 as 


Present Provincial Receipts From 
Provincial 


Guarianteed Presently Wartime Tax Statutory Succession Total of 


Minimum Estimated Agreements Subsidies 
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Apa: «Be eeien is ee. 11-9 13°3 
BA i. Sa ee ee 18-1 18-1 
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Duties(1) Foregoing 


7 -4,(2) mil 12 
2D -7 (2) -6 4-2 
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20:6 2°9 7:8 31-3 
29-0 3:2 12°] 44-3 
5:7 1+7 6 8-0 
5:8 2-0 “4 8-2 
5:8 1:8 6 8-2 
12-0 1-0 1-3 14-3> 
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(1) Average collections in latest five-year period for which data are available, viz., 1940 to 


1944 inclusive. 


(2) Excludes interim subsidies of $275,000 (P.E.I.), $1,300,000 (N.S.) and $900,000 (N.B.) 


which are included in the previous column under Wartime Tax Agreement receipts and which will 
become statutory upon expiration of the Wartime Tax Agreements, 

Nore: The table does not take into account the effect on provincial revenues of the dominion’s 
proposals in regard to taxes on mining and logging operations and the contribution of half of the 
dominion’s receipts from the taxes on certain public utility companies. Nor, of course, does it 
take into account any reductions in payments due to collections of the special five per cent pro- 
vincial tax on corporations or the credits allowed to taxpayers where the province continues to 


collect succession duties. 
and not its total amount. 


These last two factors merely change the name of part of the payment 


Analysis of the table will reveal that the 
nine provinces are now receiving from statu- 
tory subsidies, payments by the dominion 
under the war-time tax agreements, and suc- 
cession duties, a total of $124-5 million a year. 
Under the new proposal, if all provinces should 


accept they would receive as now estimated, 
a total payment in 1947 of $198-2 million, 
and no matter how low the national income 
might fall at any time during the next five 
years they would always be sure of the mini- 
mum payment of $181.4 million. 
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If any province did not wish to enter the 
agreement it would need to raise the amount 
of revenue shown in the following table by 
personal and corporation taxation, or some 
other form of taxation, to have the same 
revenue as that estimated for 1947 under the 
agreement: 


million 

2 Deal x itn Cadet: conga pbakis «terse 1-2 
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RM ha een eee hire fine water as 6 11-3 
atte. ee, Se, eum ee fe, SE ey 10-9 
ede) Sack lnicy weal SS peetet) ots. wet. 15-8 
P $157-4 


I cite these figures to show the budgetary 
problems with which the nine provinces will 
be immediately confronted if no new agree- 
ment is made and also to suggest the prob- 
able resultant pressure on the tax system of 
Canada. The budget problems of these prov- 
inces must be solved in some way if we are 
to build a strong and united country. Is it 
not far sounder that they should be solved 
by a system of automatic payments objec- 
tively determined and made in return, so to 
speak, for the rental of an asset rather than 
by a system of outright subsidies or handouts? 
The latter, on the scale indicated, would 
either encourage irresponsible expenditure in 
the hope that any additional assistance 
required would always be forthcoming, or 
alternatively involve a control by the domin- 
ion over provincial administration, which is 
neither desirable nor practicable. 


It has been said that the proposed pay- 
ments by the dominion to the provinces are 
not based on the principle of fiscal need. 
That criticism fails to grasp the true facts 
of the situation. What is essentially valid in 
the position taken by the financially weaker 
provinces is their claim that the great bulk 
of the wealth and income of the country is 
concentrated in the two or three large prov- 
inces, that most of the head offices of the 
corporations doing business all over Canada 
are situated in Ontario and Quebec, and that 
the larger provinces, therefore, get an unfair 
share of the tax revenues which are based 
on the corporate profits and the personal 
incomes and estates resulting from the business 
done throughout the country. Now, what the 
dominion’s proposal does is to provide a 
method whereby the three Maritime provinces 
and the three prairie provinces will be enabled 
to derive from these sources the same per 
capita revenue as Ontario and Quebec. By 
selling certain rights to the Dominion for the 
term of the agreement, they are put in a 


position of sharing with the two central prov- 
inces equally on a per capita basis the pro- 
ductivity of the three great fields of direct 
progressive taxation—corporation taxes, taxes 
on personal incomes and succession duties. 
Surely this is going very far to meet the test 
of fiscal need. If, in spite of such assistance, 
any one province should still find itself under 
normal conditions faced with a fiscal problem, 
that could only be due to a higher relative 
level of expenditures or a failure to tap other 
sources of tax revenue to the same extent 
as other provinces. In such a case, a further 
fiscal need subsidy would be impossible to 
justify, although this does not of course mean 
that occasionally a province or region may 
not be affected by a calamity which might 
justify special temporary assistance. 


Another merit of the proposal is the greatly 
increased measure of stability which it would 
assure for the revenues of an agreeing province. 
The province would of course benefit from any 
increase in its population and in per capita 
gross national product: but its revenues from 
the three tax sources would never fall below 
the guaranteed minimum, no matter what 
happened to business conditions. It would be 
dominion revenues which would have to bear 
the shock of an economic recession but the 


’ dominion government is in a far better posi- 


tion to carry a large deficit for a time than 
is any provincial government. The high floor 
which would be set under a substantial part of 
the revenues of the agreeing provincial gov- 
ernments would enable them to plan their 
developmental programmes with greater assur- 
ance and give them a financial responsibility 
and freedom of decision in the matters 
entrusted to them by the constitution not pre- 
viously known. In this way also would the 
federal system be strengthened. 

In addition to assuring to agreeing provinces 
a specifically and _ objectively determined 
annual revenue, adequate in amount and 


_ stable in character, the arrangement which we 


are offering to make with each province should 
go a long way toward avoiding the overlap- 
ping, discriminatory and uneconomic methods 
of taxation which will otherwise result when 
the war-time tax agreements expire. Through- 
out the agreeing provinces there will be uni- 
formity of overall income and corporation tax 
and probably of succession duty rates as well. 
There will be only one agency collecting such 
taxes in these provinces and any differentials 
in the overall rates as between agreeing and 
non-agreeing provinces should not be of major 
proportions. 


The proposed arrangements represent, I 
believe, the closest approach which can be 
made under present conditions towards an 
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efficient system of income, corporation and 
succession duty taxation. The way in which, 
and the rates at which, these taxes are levied 
have such a bearing on enterprise, on the 
incentive to work, and on national income 
that I would urge every province to give our 
offer the most careful consideration. There 
are, of course, additional and substantial bene- 
fits which can only be achieved if and when 
this interim arrangement can be made with 
all provinces. Only then will the dominion 
be in a position to implement its undertaking 
made at the conference to reduce the element 
of double taxation on distributed corporate 
earnings, which has a tendency to discourage 
risk-taking investment. 

Perhaps a more important point is that if 
and when tax agreements can be made with all 
provinces and the dominion has exclusive use 
of the three tax fields in question, it will be 
able to co-ordinate the management of these 
taxes with its employment and economic 
policy as a whole. If I may quote from what 
I said to the conference on May 1 last, 
“social justice requires that these progressive 
taxes be used to the fullest extent possible; 
economic common sense requires that they be 
limited to rates that will not stop people 
working hard and taking those risks which are 
necessary if we are to produce effectively and 
make progress. It requires the most careful 
judgment to balance these conflicting con- 
siderations under all the changing economic 
conditions and political pressures which a 
modern nation must face. Yet success is vital 
if we are to maintain employment and 
economic progress. Success would be made 
very much more difficult, and perhaps impos- 
sible, if it required the joint action of ten 
governments rather than one. The dominion 
is prepared and is best able to carry tthe 
responsibility of seeing that these progressive 
taxes are fully used, but not used so much 
that they do more harm than good. If, how- 
ever, the provinces are also in this field, there 
will be a natural tendency for them to take a 
narrower view, a purely financial view, and 
to force the total of their taxes and dominion 
taxes to uneconomic levels. If, for example, 
experience showed that the corporation 
income tax, at some time in the future, was 
so high that it prevented the proper expansion 
of industry and employment in the nation as 
a whole, in the judgment of the dominion 
government, it would be proper to reduce it; 
but if the provinces were also using that tax, 
some of them, if not most or all of them, 
would be likely to raise their corporation taxes 
to take advantage of the reduction made by 
the dominion. The provinces might feel, quite 


( 


rightly, that they could not afford to take as 
long range a view as the dominion, and if 
they were in need of revenue, they would prob- 
ably find it difficult to reduce their taxes or 
to refrain from increasing their taxes because 
of the possible effects upon general employ- 
ment and economic development in the coun- 
try as a whole. This argument would be 
especially strong in times when employment 
and incomes were declining and when vigorous 
efforts were needed ‘to encourage private 
expenditure and the expansion of industry. 
In such times, provinces would naturally be 
faced with declining revenues in other fields, 
and would be understandably reluctant to join 
in a programme of reducing income or profits 
taxes which however béneficial its long-run 
effects might be, had the immediate result of 
reducing substantially the revenues on which 
provincial expenditure depended.” 


For the information of the house I may say 
that I am mailing tonight a letter to the pre- 
mier of each province, outlining the offer 
which I have just described and discussed. 


It will be desirable if those provincial gov- 
ernments which wish to enter into such an 
agreement indicate their acceptance at an early 
date. Arrangements can then be promptly 
made for getting the agreements into a final 
form agreeable to all provinces which propose 
to sign. In some cases special arrangements 
to take care of special circumstances will have 
to be made. For instance, it is understood 
that the western provinces may not wish to 
sign a new tax agreement until a collateral 
agreement has been reached in regard to the 
refunding of their outstanding treasury bill 
indebtedness to the dominion. In the case of 
New Brunswick, Nova Scotia and Prince 
Edward Island, should they desire to accept 
the present proposal, it might also be neces- 
sary to consider an extension for a few months 
of the present war-time tax agreements which . 
expire on October 31, November 30 and Decem- 
ber 31 next respectively, if the necessary auth- 
orizing legislation in respect of the annual 
payments cannot be prepared in time for 
enactment at the present session of parliament. 
These and other matters of a similar kind: will 
be the subject of discussion with representa- 
tives of the provincial governments concerned. 
It is my hope, however, that all points of 
principle can be agreed upon in sufficient time 
to submit the necessary legislation to parlia- 
ment at an early date. 


The house will have noted that the proposal 
have outlined is limited strictly to matters 
of finance and taxation. That is an inevitable 
result of the failure thus far to achieve agree- 
ent with the provinces. It is obvious that 


the dominion cannot, for instance, assume 
responsibility for unemployed employable 
persons in some provinces but not in others. 
Nor can it introduce the over-all plan of social 
security we had contemplated without at the 
same time reaching a satisfactory financial 
agreement with the provinces. Several of the 
major objectives of the comprehensive domin- 
ion proposals which were announced last 
August must therefore be held in abeyance for 
he time being. They remain, nevertheless, an 
ssential part of the programme of this gov- 
rnment. We continue to be ready to proceed 
ith these or similar measures as and when 
rrangements can be worked out which will 
nable us to carry them out satisfactorily. 
We earnestly hope that those who have it in 
their power to make agreement possible will 
not long delay in making it possible to con- 
summate the objectives we have in mind. 


Obviously, the interim programme which I 
have outlined will represent not an ideal 
solution but only a second best. It is, how- 
ever, the only solution which at the moment 
appears to be practicable. Moreover, it is one 
which is capable of growth. Several provinces 
will, we hope, be prepared to enter into an 
agreement at once. Others may do so next 
year or the year after. In due time we expect 
that all provinces will see that it is to their 
advantage to enter into the agreement. How- 
ever, any province which believes, as I think 
erroneously, that such an agreement would 
weaken autonomy or lead to _ undesirable 
centralization or would for any other reason 
be against its best interests will be perfectly 
free to remain out of the agreement and deal 
with its own problems in its own way. We, 
for our part however, believe that unanimous 
agreement is the effective way to assure full 
employment, a high standard of living, and a 
wide measure of social security for the 
Canadian people. 


PERSONAL INCOME TAX 


I wish now to speak in more detail of the 
tax on personal incomes. As I have already 
said, we are proposing a substantial reduction 
in rates under this tax, effective from Janu- 
ary 1, 1947. In addition we are proposing a 
thorough reorganization of the whole structure 
of this tax. Our personal income tax is now 
unnecessarily cumbersome, in part because 
the refundable tax requirement, though obso- 
lete, is still a part of the basic tax law, and in 
part because it has been necessary as an 
interim measure to introduce a supplementary 
rate schedule in order to remove the duplica- 
tion of benefit between family allowance pay- 
ments and income tax allowances for the same 
child. It will also be recalled that our income 
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tax in its present form embodies two separate 
taxes, namely, the normal tax, which developed 
from the national defence tax, and the gradu- 
ated tax. Each of these taxes has its own set 
of allowances and credits, which are a blend 
of deductions from income and credits against 
tax.. Not only is the tax structure itself com- 
plex but as the house well knows its drafting 
leaves much to be desired. We have already 
begun through an interdepartmental commit- 
tee a much-needed re-writing of the entire 
statute but this process will not be brought to 
completion in time for action at the present 
session of parliament. However, the amend- 
ments which I am about to outline will not 
only reflect a radical revision and simplifica- 
tion of the present pattern of the income tax 
but also offer an important instalment in the 
process of re-writing and clarifying the legisla- 
tion itself. 

The exemption limits under the present tax 
are $660 for single persons and, in effect, $1,200 
for married persons. As a major part of the 
present revision we are proposing that the 
exemptions be raised to $750 for single persons 
and $1,500 for married persons without depen- 
dents. This measure, taken in conjunction 
with the proposal I shall make in a moment 
regarding allowances for dependents, will 
remove entirely from the income tax roll 
between 550,000 and 600,000 taxpayers, or 
about one-quarter of the present number. 
The proposed exemptions will be in the form 
of deductions from income in the manner of 
the pre-war exemptions, and the $1,500 deduc- 
tion will replace the combined income deduc- 
tion of $660 and the tax credit of $150 granted 
the married man under the present law. 


I am aware of suggestions, made by persons 
who may not be familiar with all the facts, 
that the exemption limits be raised to $1,000 
for single persons and $2,000 for married, or 
even to $1,200 and $2,400. We have carefully 
examined these and other suggestions and 
have come to the conclusion that exemptions 
of $750 and $1,500 are as high as can be 
reasonably proposed under present circum- 
stances. 

In the first place, we must still raise very 
large amounts of revenue. Even if no tax 
reductions were made, our revenues will fall 
considerably short of our expenditures and far 
short of our total financial requirements for 
the current year. Moreover, as I have out- 
lined, there is already a great excess of pur- 
chasing power and we must not add unneces- 
sarily to it. In addition to these immediate 
considerations, we must bear in mind that 
the government and parliament face a post- 
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war period in which events are likely to move 
swiftly and in respect of which we have 
accepted a large measure of responsibility for 
maintaining high employment. Under the 
circumstances we cannot afford to reduce our 
revenues too drastically. 

Secondly, we are all, I believe, agreed that 
the income tax is the fairest and best tax on 
which to rely for the bulk of our revenue. 
More than any other, it takes ability to pay 
properly into account. We must, I consider, 
rely upon it as heavily as we can, subject to 
the limits imposed by its effects on incentive 
and efficiency. This applies as well in the 
lower brackets as in the higher. We cannot 
‘secure proper equity and fair treatment if 
the exemptions from income tax are so high 
- as to exclude most of those receiving incomes. 
It is just as important to be fair in the dis- 
tribution of taxation between persons earning 
$1,500 and $2,400 a year respectively as it is 
between these persons and those earning 
$5,000 or $10,000 a year. I have said that we 
cannot afford to reduce our revenues beyond 
_reasonable figures. In these circumstances, 
if we raised unreasonably the exemptions for 
the income tax, or lowered the rates of income 
tax too drastically, we would only make it 
necessary to impose other less equitable, even 
/ regressive, forms of taxes. 


Comparison of our proposed exemptions. 


with those of other countries indicates clearly, 
I believe, that the figures now proposed are 
as high as Canada can reasonably go. The 
suggested exemption of $750 for the single 
person compares with one of $700 in Australia 
and New Zealand, of $500 in the United 
States, and of $490 in Britain. Similarly, the 
proposed exemption of $1,500 for a married 
person compares with $1,077 in New Zealand, 
$1,000 in the United States, $931 in Australia, 
and $800 in Britain. In addition, Britain, 
Australia and New Zealand have substantial 
social security taxes which apply at much 
lower levels than the exemptions I have given 
for income tax alone. 


We are, I believe, fortunate in being able 
to afford after the war income tax exemp- 
tions as high as three-quarters of what they 
were before the war, despite the enormously 
heavier burdens which the war has _ thrust 
upon us. The amount of revenue that can 
be raised, indeed the amount of income to 
be taxed, in the higher brackets is dis- 
appointingly small. If we are to take a 
serious view of our financial responsibilities 


in this house, we cannot, I believe, urge such 
extravagant exemptions in our income tax 
as to lead inevitably to other less fair and 
open measures of taxation. 

As a companion measure to the increase in 
the basic exemptions for single and married 
status, it is proposed that the present tax 
credits of $28 allowed against normal tax and 
$80 allowed against graduated tax for depend- 
ents of the taxpayer be replaced by deduc- 
tions from income, and that the temporary 
measure by which family allowance payments 
are now adjusted to the income tax allow- 
ances for a child make way for a solution 
that will be simple and permanent. It will be 
recalled that under the present method of 
adjusting the tax of a parent in respect of 
whose children family allowances are paid, 
the parent is allowed to obtain both the- 
family allowance and the income tax credits 
for the same child, but an amount of the 
family allowances corresponding roughly to 
the value of the income tax credits for the 
child must be repaid to the government. This 
method of adjustment requires that each tax- 
payer receiving family allowances must report 
the amount of such allowances to his employer 
in order that his tax deductions be adjusted 
accordingly. This method is cumbersome and 
complicated for the taxpayer, the employer 
and the income tax administration. 

To overcome these complications, it is now 
proposed to allow a single, simple deduction 
from income of $100 for each child eligible to 
receive family allowances, and to regard all 
taxpayers having such children as receiving 
the family allowances for their children. For 
other dependents not eligible for family allow- 
ances, there will be allowed a straight deduc- 
tion from income of $300. This step will 
provide a workable and permanent solution 
and at the same time will preserve the 
principle approved by this house when the 
Family Allowances Act was passed, namely, 
that a taxpayer who received family allow- 
ances for his children would not also receive 
a full allowance for the same children under 
the Income War Tax Act. The value of a deduc- 
tion from taxable income of $100, plus the 
family allowance, will exceed the eqivalent of 
a $300 deduction from income for nearly all 
taxpayers, particularly in the lower brackets, 
where the excess is considerable. 

I should make it clear that this proposal 
assumes the universal payment of family 


allowances to all taxpayers with eligible 


children from January 1, 1947. A taxpayer 
with a child eligible for family allowances will 
be assumed for purposes of income tax to 
have received family allowances, and will be 
given the deduction from income of only $100 
in respect of such child. Taxpayers who are 
not now claiming family allowances for 
children eligible for them should make appli- 
cation for them to commence in the new year 
when the proposed measure will take effect. 

We are also proposing a complete over- 
hauling and simplification of the rate schedules 
and a substantial reduction, in tax liability. 
The present normal tax, the graduated tax, 
the formula for calculating the refundable 
portion which is no longer collected, and the 
family allowance recovery tables will be re- 
placed by a single schedule of graduated rates 
applying on the excess of income over the 
new exemptions. Under the new schedule the 


initial rate will be 22 per cent on the first . 


$250 of income in excess of the exemptions, 
the next rate will be 25 per cent on the 
following $750 of income, the next 28 per 
cent on the next $1,000, and the rate will rise 
gradually until a rate of 85 per cent is reached 
on income in excess of $250,000. The invest- 


ment income surtax will be retained at the. 
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rate of 4 per cent, but as a measure of allevi- 
ation for the lower income groups the ex- 
emption for this tax which is now $1,500, will 
be raised to $1,800. 

In revising a tax structure so complicated as 
our present one, it has not been possible to 
assure that all taxpayers will receive the same 
relative amount of tax relief. We have, how- 
ever, tried to make the new schedule as fair 
and equitable as possible. As I have said, 
something over 550,000 persons now paying 
income tax will be wholly exempt under the 
new law. For taxpayers immediately above 
the new exemptions, the reduction in tax 
under the new schedule is of the order of 50 
per cent to 75 per cent, and this scales down 
to about 10 per cent to 15 per cent for the 
majority of taxpayers: 

To illustrate in detail the effect of the new 
exemptions and rates, there have been pre- 
pared tables comparing the present and the 
proposed tax at selected income levels for 
single persons, married persons without 
children, and married persons with two 
children receiving family allowances. I shall 
now place these tables on Hansard for the 
information of hon. members and the public 
at large. 


Present and Proposed 1947 Income Tax 


Single Person 


Married person—No children 


Proposed Proposed 
Income 1946 Tax 1947 Tax 1946 Tax 1947 Tax 
$ $ $ $ $ 

700 s 38lOah, 258,242, 11 in = eae 
RE eee onic. ace chee 25 — ane — 
at eee 49 22 — — 
ee eT 77 55 — a 
i eee one - 140 118 14 — 
7 | la loa SPREE 208 180 84 — 
Be ccot ots Desens © ok Packs 370 313 194 118 
A re eee ey ee 526 453 BEY 243 
Wi ee ee Pee 692 593 491 383 
ON i oe a a a ta 1,070 896 810 663 
UES a a casa gilith te 1,452 1,206 1,158 973 
jee err 2,495 2,058 Zibb 1,793 
WS ns dh nh Fa cet 3,622 3,038 3,160 es: 
REE Ds se a a eee 9,264 7,900 8,634 7,488 
MRD Sc ae Shc nxn po 15,453 13,400 14,655 12,988 
SE ee Kae cat nae 29,319 26,091 28,185 25,641 
FEO EEL eaternear” 47,953 43,515 46,399 42,991 
1M OBO 4 A BP PB 67,483 62,016 65,509 61,491 
PORGO00 US: Be 149,776 143,441 146,122 142,841 


te: In calculating the above taxes it has been assumed that all incomes up to $30,000 are 
Sachets pie ieabenen and that incomes of more than $30,000 include earned income of that 


amount and additional investment income to make up the total. 


66411—43 
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Married Person with Two Children of Family Allowance Age 


The table below compares the position of a taxpayer with two children of family allowance 
age under the new tax rates and the new treatment of family allowances proposed for 1947 with 
his position in 1946. To make this comparison the combined effect of the receipt of family 
allowances and payment of income tax must be shown in each year. This combined effect is 
shown in the columns headed “Net Position”. Plus figures in this column indicate that the 
amount of the family allowance exceeds the amount of income tax payable by the amounts shown. 
The other figures indicate a net liability after offsetting the family allowance against the income 
tax. Comparison of the “Net Position” figures for 1947 with those for 1946 will give the taxpayer 
the net improvement in his position in 1947, reflecting either an increase in net benefit or a 
reduction in net liability. This computation assumes a family allowance payment of $72 for each 
child, which is the average payment under the family allowance scale. 


Position in 1946 Position in 1947 


Income Family Net Income Family Net 

TROye tax (a) allowance position rae allowance position 
300 ea ae 14 144 +130 — 144 +144 
2,500 i ate ce 42 144 +102 — 144 +144 
R00. oe ee eee 80 144 +64 11 144 +133 
DEO en ere a igecrte 141 144 +3 68 144 +76 

DA IAT A ec R cea 216 144 fe: 130 144 +14 
DOOD hea 276 144 132 193 144 49 
OTOL SG. Ae eae 338 144 194 257 144 113 
S000 ay. tite 403 144 259 S27 144 183 
4,000 oats Sete 561 — 561 607 144 463 
yO OU aec® etecnscays 892 _— 892 911 144 767 
VSN Mie epee han 1,809 ae 1,809 1,725 144 1,581 
LOO Gm tet tce ob —_— 2,811 2,647 144 2,503 
2000. 0 Oc taira aha 8,285 — 8,285 7,378 144 7,234 
BUG = Aisa. foe 14,305 —— 14,305 - 12,878 144 12,734 
BOM | tere ieee: 27,835 — 27,835 25,521 144 25,377 
NCC AGE (0 Rls wee 46,050 — 46,050 42,851 144 42,707 
TCO;COGm reactors 65,160 — 65,160 61,351 144 61,207 
PULEOUUNES ore aa 145,772 — 145,772 142,681 144 142,537 


{a) Includes the family allowance recovery where the family allowance is shown in the next 
eolumn. It is assumed that family allowances are not generally now received above the 100 per 
cent recovery rate. In any case where they are received to obtain the correct amount of present 
income tax the full amount of the family allowance should be added to the figures shown in the 
first column for incomes of $4,000 and up. The net position would, however, be unchanged. 


Note: In calculating the income tax payable it has been assumed that all incomes up to 
$30,000 are entirely earned incomes, and that incomes of more than $30,000 include earned income 
of that amount and additional investment income to make up the total. 


The overall effect of the proposals I have 
outlined will be to reduce income tax revenue 
in a full year, assuming the present level of 
incomes, by approximately $143 millions, or 
about 23 per cent, and will involve the pay- 
ment of additional family allowances in the 
amount of $12 millions per year, making a 
total cost of $155 million, about one- 
quarter of our expected revenue from this tax 
before the proposed reduction. This illustrates 
the thorough-going character of the revision 
and the importance of the reductions which 
we are now making. It will be recalled that 
the reduction now proposed is to be added to 
the flat 16 per cent reduction in income tax 
rates announced in last year’s budget. How- 
ever, because the new rates will take effect 
only as from January 1 next, the loss of 


revenue in the current fiscal year will not 
be large—it is now estimated at about $25 
million. 

In addition to the overall revision of the 
personal income tax structure I have just 
outlined I am proposing several other amend- 
ments in particular previsions of the law. One 
of these affects the taxation of husband and 
wife where both have incomes of their own. 
Prior to 1942 where husband and wife each 
had incomes in excess of the exemption limits 
the husband lost the marital allowance and 
he and his wife were taxed as single persons. 
As a means of encouraging married women 
to take employment in war time the law was 
amended in 1942 to allow the husband to re- 
tain the marital allowance if his wife’s income 
represented earnings received from an employ- 
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ment. JI am now proposing that effective 
January 1, 1947, we return to the position as 
it stood prior to the enactment of this war- 
time measure, with the result that in 1947 a 
husband and wife each having incomes in 
excess of $750 will each be taxed as a single 
person. 

I am also proposing a further change that 
will place the taxation of husband and wife 
on a more equitable basis than 1p has been, in 
the past and bring our law into closer con- 
formity with that of other countries. The 
effect of the change I am introducing will be 
that when a taxpayer’s wife has income of 
her own in excess of $250, the marital 
allowance of $1,500 claimed by the husband 
will be reduced by the excess of his wife’s 
income over $250. This rule will apply where 
the wife’s income is $750 or less. If her 
income is in excess of that amount, as I stated 
a moment ago, the husband and wife will be 
taxable as single persons on their own separate 
incomes. If the wife’s income is less than 
$750, then the husband may claim the 
married allowance of $1,500 but he must reduce 
the $1,500 by the amount by which his wife’s 
income exceeds $250. In effect, the husband 
will be given the full marital allowance, which 
is granted in consideration of his wife’s de- 
pendence on him, only when his wife’s income 
does not exceed $250 a year. When the 
‘wife’s income exceeds this amount, however, 
the $1,500 allowance granted the husband is 
reduced in proportion to the excess of her 
income over $250. This amendment will 
apply from January 1, 1947. 

There are certain minor amendments which 
I should like to mention now without, how- 
ever, giving complete details regarding them. 
For example, after January 1 of next year 
members of the armed forces will be treated 
for tax purposes on the same basis as civilians 
except those outside the western hemisphere 
who have not by that time gone into the 
permanent force. Also, the special provisions 
relating to the merchant marine will be with- 
drawn at the end of this year. 


During last year’s budget debate I said that 
the government would give sympathetic con- 
sideration to the suggestion that farmers and 
fishermen whose incomes tend to fluctuate 
widely from year to year should be permitted 
to pay tax on the basis of their average income 
over a period of years. We are now prepared 
to propose a practical method of putting the 
averaging principle into effect for these par- 
ticular groups of taxpayers. 


The proposal involves giving the farmer or 
fisherman the benefit of having his income 
taxed on the basis of a three year moving 
average. For the year 1946 and subsequent 


years, all farmers and fishermen who wish to 
take advantage of the right to average their 
incomes for tax purposes over a three-year 
period will be required to file returns each 
year whether or not they have _ taxable 
incomes. In 1948, all farmers and fishermen 
who have made returns for 1946 and 1947 will 
be entitled to average their incomes for the 
three years 1946, 1947 and 1948 and to pay in 
respect of 1948, not the tax for that year, but 
the tax which would have been payable over 
the three-year period had they earned the 
average income in each of the three years less 
the amount of tax actually paid in respect of 
1946 and 1947. This means, of course, that in 
some cases the farmer or fisherman may be 
entitled to a refund in respect of 1948 of some 
of the taxes he has paid in respect of 1946 and 
1947. 


There will be no compulsion on a farmer or 
fisherman to aecept this method of calculating 
his tax but it will almost certainly be to his 
advantage to do so. I say this in order to 
impress upon both farmers and fishermen the 
importance of making returns each year from 
now on. When the committee stage is reached, 
I shall outline the method in more detail. 


Another problem affecting farmers to which 
a great deal of consideration has been given is 
the treatment of the “basic herd” in the case 
of a live stock farm or a ranch. The Depart- 
ment of National Revenue has, I believe, been 
following the practice of allowing adjustments 
of income over the preceding five-year period 
in the case of abnormal dispersal or liquidation 
sales. The general adoption of the three year 
forward averaging system which I have just 
announced should be of great assistance in 
more normal cases where a live stock herd is 
being maintained but annual live stock sales 
may vary from year to year. Several sug- 
gestions for carrying the basic herd principle 
further have been made and in this connection 
I must acknowledge the help received from 
various members. Most of these, however, 
involve mdintenance of the farmer of account- 
ing records of greater or less complexity and 
whether they will prove practicable from the 
standpoint of both the farmer and the tax 
administration is a matter which will have to 
be Worked out by the administrative officials 
in consultation with the Department of 
Agriculture. 

There are certain other amendments which 
I can only mention. An alternative formula 
to that now in the law will be provided for 
determining the tax exempt portion of pen- 
sions received from pension trust funds form- 
erly under section 5 (1): (h) of the act, and a 
change will be made in the method of taxing 
lump sum payments fromm superannuation 


funds, other payments received on retirement 
and payments received for loss of office. A 
method will be adopted for spreading the 
return from the sale of literary, dramatic, mus- 
ical or artistic work over the period in which 
the author was engaged in its composition. 
There will also be a revision of the present law 
as it applies to a person resident in Canada 
for only a part of the taxation year, and finally 
there will be an amendment providing that 
where an elected member of a provincial leg- 
islature is paid an allowance for expenses incid- 
ental to the discharge of his duties the allow- 
ance will be deemed not to be taxable income 
to the extent of not more than one third of 
the aggregate of his normal sessional indemnity 
as a member and the expense allowance. 


CORPORATION INCOME TAX AND EXCESS 
PROFITS TAX 


Turning to the taxes on corporations and the 
profits of business enterprises, the house will 
recall the general reduction I announced a 
few minutes ago when referring to the imple- 
mentation of our obligations under the war- 
time tax agreements. Under those agreements 
the dominion’s specific obligation is “to reduce 
its rate of tax on corporation incomes by at 
least ten per cent of such incomes.” ‘To-day 
the ordinary corporation income tax is 18 per 
cent and there is also a minimum tax on all 
corporate incomes of 22 per cent under the 
Excess Profits Tax Act, making an aggregate 
flat rate tax of 40 per cent. In addition, the 
excess profits tax takes 20 per cent of any 
income in excess of 11634 per cent of standard 
profits. The proposal we are now making is to 
reduce the flat rate tax from 40 to 30 per cent 
and to make it all corporate income tax rather 
than an aggregate of the two types of tax. 


I had hoped to be able to announce in this 
budget the repeal of the Excess Profits Tax Act, 
in its entirety, effective as of January 1, 1947. 
As I explained last year, this tax was designed 
as @ War measure and has received over- 
whelming support as a necesasry instrument 
of war finance, but it has distinct weaknesses 
and limitations in normal times and is not to 
be accepted as a permanent part of our tax 
structure. Experience, however, has shown 
that we are still living in highly abnormal 
times, the shadow of the war is still upon us, 
and as I have shown the financial burdens on 
the dominion budget arising out of the war are 
still of huge proportions. After careful con- 
sideration the government has reached the 
conclusion that the act should stay on the 
statute books for another year unless provision 
is made at the next session of parliament for 
its earlier repeal. However, we are proposing 
that it be further amended in such a way as 
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(1) to make it apply solely to corporations, 
thus releasing from its provisions all partner- 
ships and sole proprietors; and (2) to reduce 
the rate of tax applicable to excess profits 
from 20 per cent to 15 per cent. 

These changes in corporate income and 
excess profits taxes are estimated to result in a 
reduction in tax revenues of $135 million for 
the full year 1947. However, as they are to 
become effective only in respect of profits 
earned or deemed. to have been earned after 
January 1, 1947, the loss in revenue during the 
present fiscal year is likely to be small, 
perhaps of the order of $5 to $10 million. 

Certain minor amendments will also be 
made affecting the corporation income tax 
and the excess profits tax. One of these relates 
to the provision introduced in 1944 for per- 
mitting half the expenditure on maintenance 
and repairs in an early post-war period to be 
charged back to the income of the war period, 
in order to compensate for maintenance that 
had to be deferred under war conditions and 
which had thereby increased artificially the 
income subject to excess profits tax. For 
reasosn which will be discussed when the 
resolution is reached in committee, the time 
has not yet arrived when we can proclaim the 
period in which this provision can be applied, 
and we propose to restrict its use to those who 
have paid tax on profits in excess of standard 
profits. 

Other minor amendments to corporation 
income and excess profits taxes will provide 
for the extension for another year of the tax 
credits now granted in respect. of exploration 
expenses incurred in the petroleum, natural 
gas and mining industries, with an adjustment 
in the amount of the credit appropriate to the 
reduced rate of corporation tax and an exten- 
sion of a tax credit for expenditures incurred 
in deepening an existing oil well. The exemp- 
tion from excess profits tax given certain 
classes of mines will be continued and exemp- 
tion will also be granted from one-half the 
30 per cent rate of corporation income tax 
on the first three years’ operations of mines 
of this class coming into production in the 
three year period commencing January 1, 
1947. The special limitation on the deduct- 
ibility of charitable donations in computing 
the taxable income of corporations will be 
rescinded with respect to fiscal periods ending 
after June 30, 1947, and certain adjustments 
will be made in the taxation of investment 
trusts and non-resident-owned investment 
corporations. 


TAX TREATMENT OF CO-OPERATIVES 


I come now to the tax treatment of co- 
operatives. Hon. members will recall that in 
November, 1944, a commission under the 
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chairmanship of Mr. Justice Errol McDougall 
of the court of king’s bench, Quebec, 
was appointed to inquire into this thorny 
question, and that the commission made 
its report a very short time before the 
presentation of last year’s budget. Accord- 
ingly, it was decided to defer action until there 
had been an opportunity for all concerned 
to give the report thorough study. 


I am now in a position to say that in general 
the government accepts the commission’s 
report as the basis of its proposals with respect 
to the taxation of trading cooperatives, credit 
unions and mutual insurance organizations. 


The first recommendation of the commission 
is that we should repeal section 4 (p) of the 
Income War Tax Act, the section which was 
inserted in the act in 1930 to authorize an 
exemption for specified classes of cooperatives 
under certain conditions. The reasons for 
this recommendation are summarized in the 
report as follows: 


As a result of the ambiguities of language 
and the difficulty of administering the section, 
and because we are of the opinion there is no 
eneral class or group of cooperative associations 
in Canada to-day whose income should be de- 
clared not to be liable to taxation, we are of 
the opinion that the section in its present form 
cannot survive the attacks made upon it. 


The government accepts this recommenda- 
tion and, accordingly, proposes that section 
4 (p) be repealed. Apparently the section 
has little or no value in any case, for what- 
ever the original intention of parhament may 
have been, the methods of doing business 
followed by our ordinary types of cooperatives 
are not such, in the opinion of the law officers 
of the crown, as to enable them to secure 
exemption under this section. 


The commission recommended in effect that 
cooperatives be placed in a position of tax 
equality with other forms of business enter- 
prise. This principle is sound but it is by no 
means easy to apply. What is the taxable 
income of a cooperative? There may be 
some cooperatives which so conduct their 
affairs as to have no taxable income within 
the meaning of the Income War Tax Act. 
There may be others which so conduct their 
affairs as to have a very limited income within 
the meaning of the act. There are, moreover, 
a variety of payments in proportion to 
patronage, which for want to a better term 
I shall call patronage dividends, the status of 
which is by no means clear. Let me quote a 
passage from the report of the McDougall 
commission: 


. . . the (cooperative) association is, to some 
extent, obligated to make return to the mem- 
bers in proportion to patronage. These returns 
resemble in part an ordinary price rebate or dis- 


count. However, their amount is affected by thé 
efficiency of management of the association and a 
variety of unpredictable circumstances beyond 
its control. It may be affected also by revenue 
from the investments of the association in bonds 
or other securities. It may be influenced as well 
by the policy the association follows with respect 
to engaging in business with non-members and 
granting patronage returns to the latter. On 
the other hand, if satisfactory returns of this 
kind are not made, it is probable that the mem- 
bership and the business of the association will 
decrease. Functionally, then, the so-called pat- 
ronage dividends may partake of the nature of a 
return of profits to the members, or a return 
of excess charges, or a return of investments, or 
an expense of the association. 

While it will be seen that the commission 
recognized the complex and ambiguous charac- 
ter of these so-called patronage dividends, it 
took the general position that such of these 
payments as are made readily available to 
the members or customers should be considered 
income of the members or customers and not 
of the cooperative association. To avoid dis- 
crimination it advised that a similar attitude 
be taken towards patronage dividends distri- 
buted by ordinary companies, partnerships or 
individual business enterprises. 


These simple rules for the tax treatment of 
patronage dividends would appear to offer the 
basis of a reasonable solution for an extremely 
vexatious problem. It will be observed, how- 
ever, that they involve a departure from one 
of the cardinal principles of our tax system, 
for they recognize as a deductible item a 
distribution which represents in some cases 
and to some extent at least, as the commis- 
sion pointed out, a distribution of trading 
profits. In other words, if all distributions 
in proportion to patronage are wholly freed 
from tax, a cooperative association or an 
ordinary company could reduce the taxes it 
might otherwise have to pay by distributing 
its income in one form rather than another, 
for example, in the form wholly of patronage 
dividends which would be non-taxable rather 
than in the form partly of patronage divi- 
dends and partly of dividends on share capital 
which are taxable. The trading cooperative 
which recognized an obligation to pay interest 
or dividends on its capital prior to the distri- 
bution of patronage dividends would under 
such conditions pay a greater proportionate 
tax on its income than the trading cooperative 
which did not recognize such an obligation. 
It will be agreed that a tax law having such 
a discriminatory effect and which could be 
used to reduce taxes that would otherwise 
be payable under our law is to be avoided if 
at all possible. 


One possible alternative would be to dis- 
pense with any special legislation with regard 
to these so-called patronage dividends, relying 
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on appeals to the courts to establish the status 
of the payments under the general tax laws. 
But this might mean prolonged litigation 
during which cooperatives and other com- 
panies would be in a very unhappy position 
and it is doubtful whether in the end any 
principles of wide and ready application would 
be established by the courts. 

After careful consideration, the government 
has, therefore, come to the conclusion that it 
should accept the commission’s recommenda- 
tion that patronage dividends and _ similar 
payments be treated as a deduction from in- 
come subject to one relatively minor limitation 
designed to avoid at least some of the dis- 
criminatory effects I have mentioned. The 
limitation is this: that no company or associ- 
ation shall be able to go so far in its 
distribution of tax-free patronage dividends 
as to reduce its taxable income below a 
reasonable return on capital employed in the 
business. This reasonable return will be defined 
as three per cent on the capital employed, in- 
cluding borrowed capital, less the interest paid 
by the company or association on borrowed 
capital that is allowed as an expense in the 
computation of the taxpayer’s income. The 
principle underlying this rule is that amounts 
set aside out of taxable income to be dis- 
tributed in proportion to patronage by a co- 
operative or company which does not pay at 
least three per cent on the capital employed in 
its business contain earnings which arise from 
the employment of capital and ought not to 
escape tax entirely. For many cooperatives 
which pay patronage dividends this modifica- 
tion of the commission’s recommendation will 
have little or no effect, for they already 
recognize an obligation to pay interest or 
dividends equal to at least three per cent on 
capital or retain undistributed income on 
which tax will be payable. Share capital with 
a limited dividend and with limitation of 
voting to one share per member rather than 
one vote per share was a characteristic feature 
of the plan of organization of the Rochdale 
Equitable Pioneers Society, the real founders 
of the cooperative movement. Cooperatives 
of this character will usually be able to claim 
the full amount of their cash patronage divi- 
dends as a deductible allowance. Any co- 
operative which does not set aside as taxable 
reserves or pay as interest or dividends a total 
amount equal to three per cent of capital em- 
ployed, will find itself subject to tax on a 
portion of the amount it had set aside out of 
its income to distribute on the basis of 
patronage. 


It is proposed that this provision relating 
to the deductibility of patronage dividends 
shall come into effect for taxation vears end- 
ing in 1946. 

The first step in determining the tax liability 
of a cooperative or any other company will 
therefore be to compute its taxable income 
in the ordinary way. In this computation the 
cooperative or company will continue to be 
able to claim as an expense payments that 
are found to be enforceable obligations of the 
cooperatives and not profit-sharing distribu- 
tions. Having determined its taxable income 
the cooperative or company will then be able, 
if the proposed amendment, is adopted, to 
deduct distributions in proportion to patron- 
age paid out of income in that year subject 
to the limitation I have outlined above. 

The government agrees with the commis- 
sion that to qualify as a deduction from tax- 
able income, patronage dividends should be 
paid shortly after the end of the fiscal year 
and on the same basis to members and 
customers alike. Some cooperatives which 
finance on the so-called “revolving fund” 
principle allocate their surplus each year in 
proportion to patronage, but make the cash 
distributions in respect of such allocations in 
a later year. Patronage dividends allocated 
but not paid in years subsequent to 1941 will 
be allowed as a deduction to the extent 
previously indicated in any year from 1946 on 
during which they are paid. 

Following the commission’s recommendation, 
the proposed amendment will also make it a 
condition of deductibility for the future that 
the cooperative or company shall hold forth 
the prospect to its customers prior to the 
commencement of its taxation year that distri- 
butions will be made on a patronage basis. In 
the case of a cooperative, it will be sufficient 
that the statute under which it is organized, 
its charter, its by-laws or a contract with its 
customers holds forth this prospect. In the 
case of any other company, the requirement 
will be an advertisement in a newspaper cir- 
culating in the area in which the company 
does business. 

Finally, the government accepts the com- 
mission’s recommendation that newly-formed 
cooperatives which commence business after 
December 31, 1946, be exempt from tax for a 
three-year period. This concession is intended 
to assist only bona fide cooperatives consisting 
entirely of individuals organized under pro- 
vincial cooperative law going into business for 
the first time which do not acquire directly or 
indirectly the assets or good will of an exist- 
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ing business, and there will be other suitable 
safeguarding provisions to assure the true 
intent of the provision. 

I am not sanguine enough to believe that 
these proposals will meet with complete appro- 
val, either in this house or outside. Some 
will continue to urge complete tax exemption 
for cooperatives or an even more liberal atti- 
tude than has been proposed with respect to 
patronage dividends. Others will contend that 
we are going too far in allowing patronage 
dividends as a deduction from taxable income 
under any circumstances. As long as it is 
necessary to retain a tax on corporate profits 
it will be impossible completely to reconcile 
these conflicting points of view. In the mean- 
time the best that can be hoped for is a 
reasonable working arrangement which 
preserves substantial equity between competing 
forms of enterprise and safeguards the essen- 
tial interests of the treasury. 

So far I have been dealing with proposed 
changes in the law to clarify the tax position 
of cooperatives and patronage dividends for 
the future. Even if these are adopted, how- 
ever, cooperatives and ordinary companies 
which have been paying patronage dividends 
during the past few years will still be uncer- 
tain as to their position under the present law. 
This is purely an administrative matter, but 
it is so important to the interests concerned 
as to call for some statement of government 
policy. 

From 1930, when the section was enacted, 
until about 1940, section 4 (p) of the Income 
War Tax Act was interpreted by the tax 
officials as giving complete exemption to the 
vast majority of cooperative organizations. 
During 1940, however, serious doubts were 
raised as to the correctness of this view and 
in January, 1941, the Department of Justice 
was asked for a ruling in the cases of the 
Manitoba, Saskatchewan and Alberta wheat 
pools. In the opinion of the department all 
three wheat pools are taxable under the present 
law. This opinion was notified to the parties 
concerned during 1941 and 1942. Immediately 
thereafter the Department of Justice was asked 
to consider whether patronage dividends paid 
by the wheat pools, the United Grain Growers 
and certain other elevator companies were 
allowable deductions in the computation of 
income for tax purposes. In February, 1943, 
the department gave its opinion that in none 
of the cases submitted were patronage divi- 
dends an allowable deduction. 

In view of these opinions the government 
felt it desirable to bring the wheat pool cases 
before the courts for final determination, and 
the Department of Justice advised that the 
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most practical method of doing so was to issue 
an assessment which the pools might appeal. 
This was done. The pools thereupon appealed 
but when the McDougall commission was 
appointed further proceedings were stayed. 


The commission was not asked to make 
recommendations with regard to the obliga- 
tions of taxpayers under the existing law but 
it did feel called upon to make a general com- 
ment, which I shall quote: 


“One proposal made to us was that any recom- 
mendations for taxing cooperative associations 
should apply retroactively. Were it not that 
this point was pressed upon us with some insis- 
tence, we would pass it in silence. We do not 
regard it as any part of our function to make 
any recommendations which, if enacted into law, 
would affect the rights or obligations of tax- 
payers under the existing law. It is the duty 
of those charged with the responsibility of ad- 
ministering the Act to apply its provisions as 
they understand them. If doubt or uncertainty 
arises, the courts are always available both to 
the taxpay er and to the crown to establish their 
respective rights and obligations. Having re- 
gard, however, to the ambiguities contained in 
section 4 (p) of the Income War Tax Act and 
the resulting (though understandable), hesitant 
administrative practice in applying it, we are of 
the opinion that cooperative associations have 
so conducted their affairs that great hardship 
would result should our recommendations be 
made to apply retroactively. We also feel that 
many of them would be prejudicially affected if 
the existing law should be interpreted so as to 
make them liable for payment of taxes for the 
period subsequent to the enactment of section 
4(p). Believing as they did, and not discour- 
aged in that belief by the administrative atti- 
tude, we venture the hope that those cooperative 
associations which have, in good faith, conducted 
their affairs in the light of a possible, even 
plausible, construction of the section in question 
will be accorded relief from payment of taxes on 
patronage dividends actually or constructively 
paid to their members or customers, since the 
enactment of section 4(p).” 


In general, the government agrees with the 
position taken by the commission and it pro- 
poses, therefore, to act on the principle of good 
faith in assessing cooperatives which are found 
to be taxable under the existing laws. Acting 
on this principle, provision will be made 
whereby the income tax administration will 
not be required to collect tax from any co- 
operative in respect of any year during which 
it had reason to believe it was exempt and in 
respect of which it was led to believe by the 
income tax administration that it was exempt. 
While this means that the great majority of 
cooperatives will be substantially relieved 
from tax obligation with respect to years sub- 
sequent to 1930, the government agrees with 
the commission that to revive at this late date 
tax claims in cases such as those mentioned 
above might cause great hirdship to hundreds 
of small enterprises. 


26 


As I have indicated, however, there are some 
cooperative organizations, notably the wheat 
pools, which have had reason to believe for 
some years that they would be subject to tax. 
The administration will endeavour to apply 
the same principle of good faith in making 
assessments in these cases. To be specific, 
the government is willing to relieve the wheat 
pools from any liability for tax for fiscal years 
earlier than those ending in 1942. Further- 
more, the government is willing to allow as a 
deduction from taxable income patronage 
dividends, refunds of excess charges, and simi- 
lar amounts actually paid in cash by the 
wheat pools in fiscal years ending in 1942 and 
1943, but not in 1944 and 1945 because well 
before 1944 these organizations were aware of 
the legal opinion of the Department of Jus- 
tice. Patronage dividends distributed or set 
aside for payment pending settlement of the 
tax issue by the private elevator companies 
and the United Grain Growers will be accorded 
the same treatment as similar payments made 
by the wheat pools, that is, if the wheat pools 
accept the foregoing basis of settlement, they 
will be allowed as a deduction from income 
for the taxation years up to and including 
1943 but not for later years. 

Under all the circumstances, the government 
believes this is a most reasonable compromise 
and offers it as a basis of settlement. If it 
is not acceptable to the organizations con- 
cerned, the courts must determine the legal 
position. 

Before I leave the subject of cooperatives, I 
may add that we are accepting the main 
recommendations of the McDougall commis- 
sion regarding the taxation of mutual organiz- 
ations carrying on the business in Canada of 
fire, casualty and automobile insurance. Such 
organizations will henceforth be subject to 
income tax but dividends on or refunds of 
premiums to policyholders, whether paid in 
cash or applied against renewal premiums, 
together with any unabsorbed premiums or 
premium deposits returned to or payable to 
policyholders, and any other amount credited 
to a policyholder or subscriber in such a way 
that it is exigible by him on giving reasonable 
notice may be deducted in computing taxable 
income. To prevent discrimination, joint 
stock companies carrying on the same line of 
business will similarly be allowed ‘to deduct 
dividends paid or refunds of premiums to 
policyholders in computing taxable income. 
Credit unions which derive their incomes 
primarily from loans made to members and 
federations of credit unions will continue to 
be exempt from tax. Also the tax free status of 


organizations which derive all their premium 
income from the insurance of churches and 
schools will be preserved. 


APPEAL BOARDS 


There is an important announcement I 
should like to make with regard to a proposed 
new feature of our income tax system. 

As the house is aware, there has been an 
increasing demand from taxpayers for a less 
expensive and more convenient method of 
appeal from income tax assessments. A spe- 
cial committee set up in another place to 
examine into the provisions and workings of 
the Income War Tax Act, has made a careful 
study of the present appeal procedure and 
some recommendations which are extremely 
useful. Their main suggestion was for the 
setting up of a board of tax Appeals. It is 
proposed to accept this suggestion with certain 
modifications. 

The proposed board will be appointed by 
the governor in council and will consist of a 
chairman and two assistant chairmen, having 
specified legal qualifications, and not less than 
three nor more than nine other members. The 
board will be a court of record and will hear 
in various parts of Canada appeals from in- 
come tax assessments for the year 1946 and 
succeeding years. Appeals may be taken from 
decisions of the board of tax appeals to the 
exchequer court. The rules of procedure 
before the board will be such that taxpayers 
will, without great expense to themselves, 
have a convenient method of obtaining judicial 
decisions in disputed income tax matters. 

The proposed board will decide questions 
of fact and law in the same manner as any 
other court. It will not, however, have the 
power to exercise or review the discretions 
vested in the Minister of National Revenue 
by the Income War Tax Act. It is proposed 
to provide for the review of these discretions 
in a different way. j 

There is some complaint about the existing 


provisions of the law in so far as these discre- 


tions are concerned. After careful considera- 
tion, the government has concluded that an 
advisory board, separate altogether from the 
appeal board to which I have referred, should 
be set up to advise the Minister of National 
Revenue upon the exercise of certain of his. 
discretionary powers. The house will recall 
that under the Excess Profits Tax Act a board 
of referees was set up to advise the minister 
with regard to standard profits. The govern- 
ment’s proposal 1s to establish an income tax 
advisory board, consisting of a chairman and 
not less than two and not more than six other 
members, to which a taxpayer may require 
the Minister of Natinnal Revenue to refer for 
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hearing, consideration and advice, decisions 
made by the minister in the exercise of speci- 
fied discretionary powers. I may add that 
instructions are being given to the interde- 
partmental drafting committee to explore 
carefully the possibility of reducing the num- 
ber of discretions now vested in the minister 
or at least of providing for their exercise 
under regulations approved by the governor in 
council. 


SUCCESSION DUTIES 


The only changes proposed in the Succession 
Duties Act are the new schedule of rates and 
the provision for the system of tax credits 
which I have already described. The new 
rates will apply in the case of deaths occur- 
ring on or after January 1, 1947. It is estima- 
ted that the new rates will yield a gross reve- 
nue of $48-50 million in a full year, which 
will, of course, be reduced by the amount of 
the credits allowed against the dominion duty 
in any province which wishes to remain in the 


field. 
EXCISE TAXES AND DUTIES 


In the general field of excise taxes only 
minor changes will be made. The tax on cigars, 
for example, will be revised by replacing the 
present graduated schedule of excise tax rates 
by a flat ad valorem rate of 25 per cent and 
reducing the excise duty from $3 per thousand 
on cigars to $1 per thousand. This revision 
will place the cigar tax on a more equitable 
and more efficient basis and will result in a 
slight increase im revenue. Consequent upon 
the adoption of the McDougall commission’s 
recommendations in regard to the application 
of the income tax to mutual fire and casualty 
insurance companies, the rates of premium tax 
on the various classes of such companies will 
be reduced as set out in the resolutions. 


. TARIFF 


Members of the house will recall that in 
connection with the budget resolutions of last 
session I referred to the then impending trade 
discussions of an international character and 
went on to state that “the present is not the 
time, by isolated or unilateral action, to change 
the existing tariff in any particular.” Although 
six months have elapsed, I am to-day in much 
the same situation as I found myself in last 
November. The proposed international nego- 
tiations on various aspects of commercial 
policy, including tariffs, are still ahead of us. 
But the time-table that had appeared feasible 
last fall has proved impracticable, having in 
mind the large number of governments that 
have indicated a desire to participate in what 
are bound to be complicated and protracted 
discussions. In the interval there has been a 
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quite important change in the setting of the 
proposed negotiations, in that these are now 
directly under the egis of the united nations 
organization, through its economic and social 
council. The council has appointed a pre- 
paratory committee for an international trade 
conference, on which committee are repre- 
sented those countries which intend to take 
part in the negotiations. 

In the circumstances I have deemed it in- 
advisable to introduce at this time anything in 
the nature of comprehensive or important tariff 
changes or changes of a type that may soon be 
the subject of tariff negotiations with other 
countries from which we may desire and rea- 
sonably expect tariff concessions. Subject to 
this general principle there are proposed a 
number of minor adjustments in the tariff to 
which I need not refer in detail. No increases 
are proposed. Some changes are to facilitate 
administration, some embody the provisions of 
outstanding orders in council passed’ under the 
War Measures Act, some reflect small changes 
in wording of items resulting from techno- 
logical advances, some affect reductions de- 
signed to reduce costs in cases where the item 
amended would have virtually no importance 
in trade negotiations and one is related to a 
reduction being proposed in excise duties. 


CONCLUSION 


The proposals which I have now announced 
will, it is estimated, result in a reduction of 
our tax revenues by about $254 million in a 
full year under economic conditions similar to 
those at present, and an increase in family 
allowance payments, directly related to the tax 
changes, of $12 million, making a total cost of 
$266 million. This does not take into account 
any further reductions due to income tax and 
succession duty credits that will be given to 
taxpayers of provinces remaining in these 
fields. These and other effects of the offer to 
provinces cannot, of course, be estimated until 
we know what provinces plan to accept it. 

For the current fiscal year, the tax reductions 
and the other proposals I have announced will 
have only a relatively small effect on our 
revenues and expenditures because the impor- 
tant tax changes become effective only as of 
January 1 next, and the new agreements with 
the provinces will commence, at least in most 
baa only at the beginning of the next fiscal 
year. There will probably be a reduction of 
personal income tax revenue of about $25 mil- 
lion, an increase of about $3 million in the cost 
of family allowances, and a decrease in excess 
profits tax and corporate income tax revenue, 
taken together, of about $10 million. 

The house will recall that on the basis of 
the present tax structure I forecast a budget 
deficit for the current year of roughly $260 
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million. As a result of the changes proposed 
in this budget, the deficit appears likely to be 
increased to roughly $300 million. This means 
that we will be covering nearly 90 per cent of 
our expenditures from revenues, a more rapid 
approach to the balancing of the budget than 
I expected to be possible some months ago. 
While it is too early to predict the situation 
in the following fiscal year, that is, 1947-48, we 
may reasonably look forward to a further sub- 
stantial decline in our expenditures, particularly 
for national defence and for veteran’s benefits, 
and as a result of the termination and liquida- 
tion of war contracts. There may be some 
moderate increases in certain other expendi- 
tures and perhaps also decreases in certain 
ievenues such as special receipts, but if we suc- 
ceed in maintaining high employment and 
income we should be able to look forward to 
something like a balanced budget in that year. 


Of course, in that year, as in this one, we 
shall need to borrow in order to finance loans 
and investments. But the scale of our borrow- 
ing should be smaller than in the current year. 
This year we must finance not only the antici- 
pated deficit of $300 million but also the 
large programme of loans, advances and invest- 
ments which, as I have already indicated, may 
involve a sum in the neighbourhood of a bil- 
lion dollars. While we began the year with a 
large cash balance, a considerable portion of 
it was in currencies other than Canadian and 
government requirements will necessitate a 
fairly high cash balance at the end of the year. 
Apart from refunding or repayment of debt, 
borrowing requirements for the year may be 
estimated at roughly a billion dollars. This is 
a great deal less than the figure for last year 
but it is nevertheless a substantial part of the 
total savings which the Canadian people and 
their institutions will make during the year. 
We must therefore continue our efforts to 
encourage savings and their investment in gov- 
ernment securities, including the proposed 
Canada saving bonds which I announced last 
week. 


In conclusion, I would like to stress one 
thought. We Canadians can achieve great 
objectives if we can agree among ourselves 
upon those objectives and devote our energies 
to reaching them. That is clearly shown by 
what happened in the war. Now that the war 
is over, we have an opportunity to select and 
to achieve objectives just as challenging, just 
as exciting as those of war, but of a construc- 
tive and progressive nature. I believe that 
the Canadian people, if properly informed, are 
prepared to agree, by and large, upon great 
peace-time objectives and to devote to their 
attainment something of the same spirit and 


energy which made our war achievements pos- 
sible. It is the duty of all of us in govern- 
ment, in business, in labour, in agriculture, to 
do all that we can now to make possible that 
agreement upon ends and upon means which 
will enable Canada im peace to be worthy of. 
the record of Canadians at war. 


INCOME WAR TAX ACT 


Resolved, that it is expedient to amend the 
Income War Tax Act and to provide: 


1. That for the 1947 and subsequent taxation 
years the present rules for computation of 
personal income tax be replaced by the follow- 
ing schedule of graduated rates: 

ae the first $250 of income or any portion 

thereof, 22 per cent per annum; or 

$55 upon the income of $250; and 25 per 

cent upon the amount by which the income 

exceeds $250 and does not exceed $1,000; or 

$242.50 upon the income of $1,000; and 28 

per cent upon the amount by which the in- 

come exceeds $1,000 and does not exceed 
$2.500; or 

$662.50 upon the income of $2,500; and 31 

per cent upon the amount by which the in- 

come exceeds $2,500 and does not exceed 
$4,500; or 

$1,282.50 upon the income of $4,500; and 34 

per cent upon the amount by which the 

income exceeds $4,500 and does not exceed 
$6,500; or 

$1,962.50 upon the income of $6,500; and 38 

per cent upon the amount by which the in- 

come exceeds $6,500 and does not exceed 
$8.500; or 

$2,722.50 upon the income of $8,500; and 42 

per cent upon the amount by which the in- 

come exceeds $8,500 and does not exceed 
$10,500; or 

$3.562.50 upon the income of $10,500; and 

46 per cent upon the amount by which the 

income exceeds $10,500 and does not exceed 

$13,000; or 

$4,712.50 upon the income of $13,000; and 

50 per cent upon the amount by which the 

income exceeds $13,000 and does not exceed 

$18,000; or 

$7, 912.50 upon the income of $18,000 and 55 

per cent upon the amount by which the 

income exceeds $18,000 and does not exceed 
$30,000; or 

$13.812 50 upon the income of $30,000 and 

60 per cent upon the amount by which the 

income exceeds $30,000 and does not exceed 

$50,000; or 

$25,812. 50 upon the income of $50,000 and 

65 per cent upon the amount by which the 

income exceeds $50,000 and does not exceed 

$70.000; or 

$38,812.50 upon the income of $70,000 and 

70 per cent upon the amount by which the 

income exceeds $70,000 and does not exceed 

$100,000; or 

$59,812.50 upon the income of $100,000 and 

75 per cent upon the amount by which the 

income exceeds $100,000 and does not exceed 

$150,000; or 

$97,312. 50 upon the income of $150,000 and 

80 per cent upon the amount by which the 

income exceeds $150,000 and does not exceed 

$250,000; or 

SLi Lhe. 50 upon the income of $250,000 and 

85 per cent upon the amount by which the 

income exceeds $250,000. 
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2. That for the 1947 and subsequent taxation 
me i following deductions from income be 
allowed:— 


(a) $1,500 in the case of married persons and 
persons. allowed a deduction equivalent 
to that of a married person and $750 in 
the case of all other persons; 

(b) $300 in the case of dependents not 
eligible for family allowances, $100 in 
the case of children eligible for family 
allowances and amounts not exceeding 
$300 contributed to the support of partial 
dependents. 


3. That for the 1947 and subsequent taxation 
years the deduction of $1,500 from the income 
of a married person be reduced 


(a) where the spouse has an income of more 
than $250 and less than $750 by the 
amount by which the spouse’s income is 
more than $250, or 

(b) where the spouse has an income of more 
than $750, to $750 


whether or not the wife’s 
income, 


4. That in respect of income earned after 
December 31, 1946, the ordinary income tax 
rate for corporation income be increased from 
18 per cent to 30 per cent and from 20 per 
cent to 32 per cent in a case where a company 
and its subsidiaries file a consolidated return. 


5. That the exemption of investment income 
for purposes of the 4 per cent tax on investment 
income be increased for the 1947 and subsequent 
taxation years from $1,500 to $1,800. 


6. That a deduction from tax be allowed in 
the 1946 and subsequent taxation years to a 
taxpayer who resides or is ordinarily resident 
in Canada during only a part of the taxation 
year of a portion of the tax that would other- 
wise be payable upon his income during the 
taxation year that bears the same relation to 
the whole tax as the period in the taxation 
year during which he is not resident or 
ordinarily resident in Canada bears to the 
whole taxation year. 

7. That there be established, with provision 
for the expenses thereof, an income tax appeal 
board consisting of a chairman and two assist- 
‘ant chairmen having specified legal qualifications 
and not Jess than three nor more than nine 
other members appointed by the governor in 
Council, as a court of record, to hear, in any 
part of Canada, appeals from_assessments made 
by the Minister of National Revenue in respect 
of the 1946 and subsequent taxation years and 
that an appeal may be taken from a decision of 
the appeal board to the Exchequer Court of 
Canada. 

8. That there be established, with provision 
for the expenses thereof, an income tax advisory 
board consisting of a chairman and not less 
than two nor more than six other members 
appointed by the governor in council to which 
a taxpayer may require the Minister of Nationa] 
Revenue to refer for hearing, consideration 
and advice a decision to which the taxpayer 
objects made by the Minister in the exercise of 
specified discretionary powers in respect of an 
assessment for the 1946 and subsequent taxa- 
tion years. 

9. That for the 1947 and subsequent taxation 
years, a taxpayer, other than a corporation or 
joint stock company, may deduct from the tax 


income is earned 


otherwise payable by him the amount of tax 
on income paid by him to the government of any 
province in which he resides not exceeding five 
per cent of the tax otherwise payable by him. 


10. That for the 1947 and subsequent taxation 
years, a corporation other than a corporation 
whose income is primarily obtained from mining 
or logging operations shall not be allowed to 
deduct from income any corporation tax as 
defined in the existing wartime tax agreements 
paid to the government of a province. 


11. That there be allowed as a deduction from 
income earned after January 1, 1947, of a cor- 
poration whose income is primarily obtained 
from mining or logging operations taxes paid 
by it to the government of any province includ- 
ing income tax on income earned after Janu- 
ary 1, 1947. 


12. That for the 1947 and subsequent taxation 
years, the provision exempting the income of 
certain cooperative companies and associations: 
be repealed and that for the 1946 and _ sub- 
sequent taxation years provision be made that 
there may be deducted from a taxpayer’s income 
the aggregate of the payments made. 

(a) in the taxation year or within six months 
thereafter to his customers of the taxation 
year; and 

(b) in the taxation year to his customers 
of a previous taxation year after the 1941 
taxation year and not previously deducted 
under paragraph (a) 

in respect of specified allocations in proportion 
to patronage for the said years tne prospect of 
which was held forth 

(c) by the statute or by-laws under which 
the taxpayer carries on business or by 
his contracts with his customers, or 

(d) by the taxpayer in a specified manner 
prior to the commencement of the taxa- 
tion year 


except that portion of such payments as would 
if deducted leave the taxpayer with an income 
less than an amount determined by deducting 
from three per cent of the capital employed in 
the business, including therein borrowed moneys, 
the interest paid by the taxpayer on borrowed 
moneys and deductible as an expense in com- 
puting his income. 

13. That for the 1946 and subsequent taxa- 
tion years, paragraph (q) of section four which 
exempts from taxation the income of credit 
unions be amended to exempt the income of 
any credit union or any corporation or associa- 
tion the members of which are credit unions 
which derives its revenue primarily from loans 
made to members residing within the province 
to which it is restricted for carrying on its 
business. 


14. That for the 1947 and subsequent taxation 
years, the provision exempting from tax the 
income of mutual corporations not having a 
capital represented by shares be amended to 
remove therefrom mutual insurance corporations 
except mutual insurance corporations which 
derive their premiums wholly from insurance 
of churches, schools or other religious, educa- 
tional or charitable institutions. 


15. That for the 1947 and subsequent taxation 
years, there may be deducted for the purposes 
of this Act, from the income of insurance com- 
panies, other than life insurance companies, 
whether mutual corporations or joint stock 
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companies, amounts credited to policyholders by 
way of dividends or refund of. premiums or 
refund of premium deposits and either 


(a) paid to the policyholder, 


(b) credited to the policyholder on account 
of premiums for renewal of policies or 


(c) credited on terms under which the policy- 
holder is entitled to or may obtain pay- 
‘ment thereof within a_ period not 
exceeding thirty days after demand for 
payment by him and if notice of credit- 
ing on such terms has been given to the 
policyholder. 


16. That the income of a corporation or 
association commencing business after Decem- 
ber 31, 1946, incorporated or registered under 
provincial cooperative legislation and organized 
and operated as a bona fide cooperative for 
the purpose of marketing natural products of 
or acquired from its members, or of purchasing 
supplies, equipment or household necessities 
for, or to be sold to, or of performing services 
for, its members be exempt from taxation dur- 
ing the first three complete taxation years 
following the commencement of business. 


17. That a farmer or fisherman be permitted 
for the 1948 and subsequent taxation years, at 
his option, to compute his liability to pay tax 
on the average of his income for the taxation 
year and the two preceding taxation years. 


18. That for the 1946 and subsequent taxation 
years, the service pay and “allowances, other 
than travelling allowances or separation allow- 
ances in place of travelling allowances, of a 
member of the permanent Canadian naval, mili- 
tary or air forces paid at the new rates of pay 
and allowances established for the said per- 
manent forces be taxable income of a member 
irrespective of 


(a) whether he is serving within or outside 
of Canada; or 


{b) whether he receives the pay and allow- 
ances during the first six months after 
his return to Canada. 


19. That for the 1947 and subsequent taxation 
years the pay and allowances of a member of 
the non-permanent Canadian naval, military or 
air forces other than the pay and allowances 
received by a member serving outside of the 
western hemisphere or within six months of his 
return thereto be taxable income of the said 
member and that the provisions for (a) a tax 
credit in respect of pay and allowances exceed- 
ing $1,600 as provided by rule 2 of section 3 of 
paragraph A of the first schedule; and for 
(b) taxation of a member serving outside of 
Canada in the western hemisphere at one-half 
the effective rate of tax applicable to his total 
income be repealed. 


20. That the exemption of amounts received 
by members of the merchant marine as war risk 
bonuses in respect of service in a war risk zone 
and of the value of board and lodging received 
on shipboard, while performing service in respect 
of which such bonuses are payable be repealed 
for 1947 and subsequent taxation years. 


21. That, where an elected member of a pro- 
vincial legislature is, under an act of the pro- 
vincial legislature, paid an allowance for ex- 
penses incidental to the discharge of his duties 
as a member, the allowance received in the 1946 
or a subsequent taxation year be deemed, to the 
extent of not more than one-third of the agegre- 


gate of his normal sessional indemnity as a mem- 
ber and the said allowance, not to be salary or 
taxable as income. 


22. That where the author or joint author of 
a literary, dramatic, musical or artistic work on 
which he was engaged for a period of more than 
twelve months assigns the copyright therein 
wholly or partially and has in the 1946 or a sub- 
sequent taxation year received within one year 
of the assignment in consideration therefor an 
amount, the whole of which would otherwise be 
included in computing his income during the 
taxation year a specified part or parts of the con- 
sideration may, at his option, be attributed to 
his income during certain previous taxation 
years. 


23. That the special rates provided for non- 
resident-owned investment corporations be re- 
duced for the 1947 and subsequent taxation years 
from 223 per cent to 15 per cent but that such 
corporations be taxable on all income received 
in Canada subject to deductions from the said 
income in respect of interest and dividends re- 
ceived from other such corporations and foreign 
taxes paid by the corporation. 


24. That for the 1947 and subsequent taxation 
years investment corporations whose profits are 
now exempt from tax under paragraph (f) of 
section seven of the Excess Profits Tax Act, 
1940, be exempt from tax upon income and that 
such corporations that would be so exempt ex- 
cept that they have outstanding bonds, deben- 
tures or other securities evidencing bonded in- 
debtedness pay tax upon income at one-half the 
rate for corporations. 


25. That for taxation years ending after June 
30, 1947, a corporation be permitted to deduct 
from income amounts paid to charitable organi- 
zations not exceeding 5 per cent of the income 
of the corporation subject to taxation without 
the limitation presently thereon. 


26. That persons entitled to a payment out of 
an employee’s superannuation or pension fund 
or plan, the investment income of which has been 
exempt from taxation by reason of an election 
for such exemption by the trustees or corpora- 
tion administering the fund or plan, be allowed 
in the 1946 and subsequent taxation years as 
an alternative to the present deduction from the 
pension or superannuation payment, an amount’ 
computed on the basis of the amounts paid by the 
employee together with simple interest on such 
amounts at 3 per cent per annum, 


27. That the special provisions with regard to 


(a) payments out of a superannuation or 
pension fund plan upon the death, with- 
drawal or retirement from employment 
of an employee or former employee in 
full satisfaction of all his rights in the 
fund or plan, 

(b) payments by an employer to an employee 
upon retirement in recognition of long 
service, and 


(c) payments by a person to a former 
employee in respect of loss of office or 
employment 


be replaced by a provision for the taxation of 
amounts so received after June 27, 1946, at the 
option of the taxpayer either as income for 
the year in which he received the amounts or 
at a rate equal to the percentage which the tax 
upon the taxpayer’s income during his last full 
year in the employment is of that income. 
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28. That for 1946 and subsequent taxation 
years the provision under which the minister 
may allow double depreciation in respect of 
plant or equipment built or acquired as a new 
investment in a period to be fixed by the 
governor in council be amended to provide that 
the allowance be made only in respect of such 
classes of plant or equipment as may be deter- 
mined by the governor in council. 


29. That the deduction in respect of income 
for a taxation year ending between the last 
day of December, 1942, and the first day of the 
year of expenditure in respect of one-half of 
expenditures made 


(a) in connection with maintenance or repairs 
by a taxpayer carrying on a business, or 


(b) on underground development by a tax- 
payer operating a mine, 


in a period to be fixed by the governor in 
council, be restricted to an amount 


(c) if the year for deduction is the 1946 
taxation year not greater than the tax- 
payer’s excess profit in that year as 
defined for the purposes of the Excess 
Profits Tax Act, 1940, or 


(d) if the year for deduction is a taxation 
year prior to 1946, not greater than the 
taxpayer’s profits in the said year above 
the point at which the tax calculated 
for the said year under the first part of 
the second schedule to the Excess Profits 
Tax Act, 1940, was equal to the tax eal- 
culated for the said year under the second 
ord of the second schedule to the said 

ct 


and that no such deduction be allowed in 
respect of the income for a taxation year 
commencing after 1946. 


30. That a corporation or joint stock company 
shall pay a tax at one-half the ordinary rate 
of income tax for corporations upon income 
derived on or after January 1, 1947, from the 
operation of a mine 


(a) that has come into production during 
the period commencing January 1, 1944, 
and ending December 31, 1949, and 


(b) that, in the case of a mine that has come 
into production before January 1, 1946, 
is a basic metal or strategic mineral 
mine and in the case of a mine that has 
come into production after January l, 
1946, is a metalliferous or industrial 
mineral mine, 


during the first three complete taxation years 
after the mine comes into production. 


31. That the deductions from tax allowed to a 
corporation whose principal business is the pro- 
duction, refining or marketing of petroleum or 
petroleum products in respect of drilling and 
exploration costs be extended to oil wells 
spudded in during the year 1947 and the 
deepening of oil wells which is commenced 
in 1947 but that in respect of such well the 
deductions be reduced from 262 per cent and 
40 per cent of the cost to 20 per cent and 30 
per cent respectively. 


32. That the deduction from tax allowed to 
a corporation, association, syndicate or ex- 
ploration partnership formed for the purpose 
of exploring and drilling for oil in respect of 
exploration and drilling expenses be extended 


to expenditures incurred during the year 1947 
but that in respect of expenditures in that year 
the deductions be reduced from 26% per cent 
to 20 per cent thereof. 


33. That the deduction from tax allowed to 
a corporation, association, syndicate or ex- 
ploration partnership formed for the purpose of 
exploring and drilling for natural gas be 
extended to expenses incurred in the year 1947 
but that in respect of such expenditures the 
deduction be reduced from 30 per cent to 224 
per cent. 


34. That the deduction from tax allowed to a 
corporation, whose chief business is that of 
mining or exploration of minerals in respect 
of prospecting, exploration and development 
expenses incurred in searching for minerals be 
extended to expenses incurred in the year 1947 
but that in respect of the expenses incurred in 
that year the deduction be reduced from 262 
per cent to 20 per cent. 


35. That the deduction from tax allowed to 
a corporation, association, syndicate or explora- 
tion partnership whose principal business is 
production, refining, or marketing of petroleum 
or exploration or drilling for petroleum in 
respect of expenditures made in connection 
with a deep-test oil well, be extended to ex: 
penditures made in connection with deep-test 
oil wells spudded in during the year 1947. 


36. That no interest shall be payable on 
unpaid taxes upon incomes of the 1945 or a sub- 
sequent taxation year in respect of a period 
commencing twenty months after the day fixed 
for filing the return for the taxation year and 
ending one month after the sending of the 
notice of assessment. 


37. That the provision for payment of inter- 
est by corporations on the amount of taxes 
unpaid after payment of instalments of esti- 
mated tax commencing six months after the 
end of the taxation year be amended to require 
payment of interest on the said unpaid amount 
from the end of the taxation year. 


EXCESS PROFITS TAX ACT 


Resolved, that it is expedient to amend the 
Excess Profits Tax Act, 1940, and to provide:— 

1. That the provision for taxation of excess 
profits of every person residing or ordinarly 
resident in Canada be amended to exclude there- 
from in respect of excess profits earned after 
December 31, 1946, persons other than corpora- 
tions or joint stock companies and to reduce 
the rate of tax on excess profits earned after 
December 31, 1946, from 20 per cent to 15 
per cent. 


2. That with respect to profits earned after 
December 31, 1946, the provision for taxation 
of profits of every corporation or joint stock 
company be repealed. 

3. That for the 1947 and subsequent taxation 
years investment corporations that have out- 
standing bonds, debentures or other securities 
evidencing funded indebtedness be exempt from 
excess profits tax. 


DOMINION SUCCESSION DUTY ACT 


Resolved, that it is expedient to introduce a 
measure to amend the Dominion Succession 
Duty Act and to provide: 

1. That rates of tax upon or in respect of 
any succession upon the death of a person after 


December 31, 1946, shall be twice the rates 
presently in force and that the tax paid to 
the government of any province in respect of 
the same suecession be allowed as a deduction 
from the tax payable under the Dominion 
Succession Duty Act up to but not exceeding 
one-half of the tax otherwise payable under 
the said act. 


SPECIAL WAR REVENUE ACT 


Resolved, that it is expedient to introduce a 
measure to amend the Special War Revenue 
Act and to provide: 

1. That the securities transfer tax be 
extended to apply to rights to receive shares 
of stock; 

2. That the present graduated excise tax on 
cigars be changed to an ad valorem tax of 
25. per cent; 

3. That any enactments founded on resolu- 
tions Nos. 1 and 2 shall be deemed to have 
come into force on June 28, 1946 and to have 
applied on all goods imported or taken out 
of warehouse for consumption on or after that 
day and to have applied to goods previously 
imported for which no entry for consumption 
was made before that day; 

4. That the rate of premium tax payable by 
mutual insurance companies other than life 
insurance companies and companies carrying 
on business under the premium deposit plan 
be reduced from 3 per cent to 2 per cent, and 
in the case of exchanges from 4 per cent to 
2 per cent in respect of premiums received 
after December 31, 1946; 
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5. That the rate of premium tax payable by 
insurance companies carrying on business under 
the premium deposit plan be reduced from 4 
per cent to 3 per cent in respect of premiums 
received after December 31, 1946; and 


6. That a deduction be allowed to insurance 
companies from the premium taxes payable 
under the act of the taxes on premiums, paid 
to the government of any province in respect 
of premiums received after December 31, 1946. 


EXCISE ACT 


Resolved, that it is expedient to introduce a 
measure to amend the Excise Act and to 
provide: 

1. That the excise duty of $3 per thousand 
on cigars be reduced to $1 per thousand. 


2. That any enactment founded on this reso- 
lution shall be deemed to have come into force 
on the twenty-eighth day of June, one thousand 
nine hundred and forty-six. 


THE CUSTOMS TARIFF 


1. Resolved, that Schedule A to the customs 
tariff be amended by striking thereout tariff 
items 4, 72e, 143, 168, 197d, 208, 216a, 219e, 272b, 
326e, 438b, 438c, 438d, 4381, 442, 445), 462a, 
616 (iii), 653, 700a, 703 and 709, the several 
enumerations of goods respectively and the sev- 
eral rates of duties of customs, if any, set oppo- 
site each of the said items, and by inserting the 
following items, enumerations and rates of duty 
in said schedule A: 


‘ord Gg ‘ord £2 ‘ord GT 

‘o'd cz ‘od OL 90L 

‘o'd gg ‘ord ¢% ‘ord GT 

‘ard $2 ‘ord $7 ‘od $21 

*q] tod *s}0 OT “qI tod *s30 g¢ 
pus ‘o'd ge pus ‘od gg ‘o'd ¢% 
*849 OL *830 c . oe i FRA & a 

‘ord Gg ‘o'd 0g ‘ard GZ 

"ord og ‘ord GZ ‘ord GZ 

06 €$ 06° €$ 06 °€$ 

‘ord gg ‘o'd $26 ‘ord GT 

"ord 0g ‘o'd 0g ‘ord GT 

00 “Ses 0S sT$ 00°OT$ 
PHBL, HUB Y, PUBT, 
[B1eue+4 9} VIPSUleyUy ye: | 


a ee 


Sozyey JuesaIg 


*O'd CZ 


*o°d CZ 


8017 


*O'd og 


*S}9 OT 
Fahy 0 | ce 


*O°d 4 

0S" €$ 
°O°d og 
*9°d og 
00°S%$ 


PUBL, 
[eieuer) 


*O'd OL 


*O°d Or 


a0 \T 


*O°d CZ 


*SJ0 ¢ 
‘o°d og 


*O'd GZ 

os" E$ 
Sa ar6 | CZ 
*O'd og 
OS 3T$ 


PUBL 
07BIPou10zUT 


901] 


e0LT 


e017 


*o°d 0Z 


*O°d OZ 

0g"e$ 
‘ord OT 
‘O° CT 
00°0T$ 


GUBL, 
[Bijues9jorg 


ysiig 


_"*** *SOL10}0B} UMO ITOY} UI S[Ioue4s Yons Jo ainqovy 
“hUBUT oY} UT ATOAISNOXe osN IO} souTyOVUT Buryvd 

‘dnp 10} s[ioueys jo saoinjoejnueur Aq poqiodurt 

ueyM ‘poezyeusoldut 10u pezeoo you ‘1oded enssrL| PL6T 


SOl10}0B} UMO ITOY} UI STBIIOZBUI YONs Jo oinyovjnueUr 
oy} Ul ATUO OSN JO} ‘s[elIeyBUL IB[TUIS 10 *SUIZ[OM 
‘Suljosiouur ‘aseq Sururpyoos peyeuseiduit Jo s10in4y 
~ovjnusut Aq pozyiodurt wey ‘4007 orenbs poripuny 
SAY UBY} SST JOU Buturezuod sy[or ur *pe}euseid ut 
To pezeoo you ‘Ad e[suis ‘prvoqeiqy Io pivoqiedeg] Jz6I 


a6. oe ® SVewse 6 ee « © ‘SSurpring Iay10 10 sya} 88 (0) epnyour 04 

you ‘090 ‘sireys ‘sleppel ‘suI0;}e[d ‘Suidid ‘suri 
‘uorjonI4ySu0D OIpAY s0y}O pus ‘sAeaqiids ‘surep 
‘SOINJONIYS OPIS}NO IVB[IUIIS PUB sIOMO} pue sjioddns 
[einjgonijs “yuewdinbe yuxjd 19430 pus ALouTyORUr 

IOF SUOTFBPUNO} ‘spNoAv] yuvid ‘yuourdinbe yuejd pus 
SeuTYyoRUT Jo Szulid-onyq 10 ssurMerp ‘sued S1O9UIdUT] OOST 


“Saf 010 8S is 6s ste ot 6 tein bp a © 66 b kts & I90q jo SUIMOIG eyy 
ur pesn syonpoid yons Aus Zurpnypout you ‘yoreys uo , 


soulAzue Jo uorjow oY} Aq poonpoid szOnpoid UOISsI9A 
“u0d Yoie}s I9Y}O 10 ‘tapMod dnids 4yeur ‘dnsXs IPI] BS9OT 


pied x0d:+"+"+----anp x0} aysiow otf wt popajout 

oq 0} SUOgdII puB spud oy} Jo ZY4sIOM 94} ‘suBBIO] EFT 
weae srtratassperacestseressess+snQg0s7 sgeramego ll Bad 
"**""p9es SSv1d do}-pol epNnjour 03 yOu ‘poes ssvis queg] 972 
reer pt pect: SIRES D Dri eree re ae 


ee ee 


uo} 


aa PUBL 


66411—6 


34 


yooys [Buey} Ysty jo groinjoejnueur Aq poz10d 
-ull ueyM syed ssups BuIjsISsel YOOYS [VULIoYy} YstH | A9SE 


‘od $8 ‘ord 0 ‘od QT 

‘o'd izz ‘od OT 901] ‘o-d £77 901] e017 Fv TLE Se aR eTSa Ee irae OER T te IS Esy asp. Oe IS VEN GR ee S SEMA 25 SOTIOPOR} 
UMO JI0Y} Ul ‘sTByOUL snoreid YYIM poyze[d-0.1709[9 

IO Jo epvur sdoy YY poddinbe eq 0} 10 s[ezeur sno 

-1oaid YytM poyze[d-o1y0eT9 IO JO epeul sepoeydeoal Ut 

pesn oq 0} OIBMAOATIS JO groinjorjnuvur Aq poyiod 

-UIT USYM ‘aTBMssB[s JO Sopot}re ‘poyunou JO 4nd 

aq 0} pousisep “yooys 10 ayejd you ‘ssuls JO SOTOT}TW| O9GE 


“od GZ *o°d £73 *o°d CT “od CZ “od £e] “od Or TOR CLO ON CA oO as EO ORT DAN goTpuBo jo einjowjnueul 


ay} ut ATAAISNTOXE osN LOF poyloduit ueym xem UpZeIed IZLE 


‘ord GZ ‘ord 22% ‘ord GT ‘ord GZ ‘ord 22% hui Cee cage eign aa dou ‘xem upgeled| 4Z1Z 
‘ord GZ ‘o'd 0% Ciena § 
ool] CER a | 901] cen a § oe as § eel,q | s}sod pue syoOsUrT QATJONIAYSOP BUI}VQ WO UT OSN IOF 
‘gsoy} Jo Aue Buturezuoo Soin}xtur IO ‘o[lI}UO[ AIO’ 
‘aprydinsiq uoqivo ‘soptuvso ‘oFBUILO} jAyqjeu 
‘oprumoiq §=J[AY}oUL ‘aprxo ouej,Ayy9 ‘ul1oIdoLo[TY| S61 


CER as § eel] cE a | CR a fl CER as § CEPA: § 
‘aprydinsiq uoqivo ‘otuesie Jo eprydins ‘OUTULOIG 

‘epnio *eurpor ‘sjosze ‘anoy Jo [jot ur 40 epn.io 

‘guojsumlIg pue inydyns ‘hip ‘aeddoo jo 9}e}008 

-qns JO SlIstpioA S(epnio) seddoo jo ayeqidiooid 

‘eplxo snouesie ‘(quIUOTUT}UB) oFBJOVT PUwB epr4o[yo 

‘ete IByIEZ :ZIA ‘S}z[BS Auowtjue ‘soprurolq 

uesouvAo pues wintpos jo eprusAo ‘unisseyod 

jo eprusho +j0 oyeydins ‘etuoulWe ‘prow o1uue} 

:proe o1orpisonforpsY ‘qgyustem spunod sAY-A}PUOM4 

uey} sseyT you jo seseyoed ul xeloq pue plow o1ovl0g| 80Z 


et ree oo ea nr ee oe 94849 
jernyeu Itey} Ut ‘sotdde jo Surseyord oy} ut ATOATS 
-njpoxe osn IO} peyioduit pieoq djnd 10 dind jo sAv1L} 1661 


‘odce } ‘o'd £78 ‘od 0% ‘ord Gg ‘ord &) yom a § 


fe ee a ee ee oe 


PUBL BURL, Ue, 

yer9uey) ayer potseyUy ‘aa ue BURL Buel, 

yereuex) ayerpoulsezuy | [el}uotoyorg 
ys 


wld} 


—- gel 


ee ee 


goyey JUOSeIg 


35 


‘ord OF 
*O°d og 


‘o'd ce 


‘ord €Ze 


‘ord CZ 
eo1g 


‘ord og 


‘od GZ 


eel] 
ee1 J 


ool 


201] 


-o°d 0g 


‘ord gg 


"9°d CZ 


eel J 


*o'd OL 


aol] 


ool \] 


vol J 


ool] 


one eer eee I Fl SE AEE PP TS. Ota oe 2 91InjoRy 
-NUBUI 9Y} UI OSN OJ 10 ‘VgeP puB FEF SUS} Pie} UL 
pozye1ounue Spoos oy} jo Ireder oy} 10 sinzowjnuBUl 
oy} UI OSN 10} pus BpeUBH UL opvUl 4OU PUTY IO sso 
e@ JO Wey Burose10} oy} Jo [[B :Burqn} puw sdrijs 
‘spol ‘syooys Ul eIqY poziuvo[NA ‘ser[q ulesse [O1}UOO 
uinnova ‘jooley} Sjied pus SioJSOljop puB Sio}vo 
‘sduIvl IOJ SoyoIMs ‘yoo}s ssoyureys YIM peddeo 
‘spnjs 10 ‘s}[Oq [9048 ‘serpoq snq JO} seyses MOPUIM 
jo oINjORJNUBU OY} IO} ‘UINUTUIN[S UBY} JoY}O [BPoUr 
JO Suteq BuroZa10j oy} ‘Jooroy} sjred puw s1ozellpUoA 
pezejdun ‘seyoywo pus sxoo] ‘S1ourI0O ‘UOT}OeS URES 
Yoo] JO Sjrei ‘poAoulel suy pue sozVs yNoYyIM 10 
YPIM ‘YBNI oy} UI sBurysvo BurI Uoystd -s1oYysBar YOO] 
{s1OJOOPoI YYBI] 10} pu ‘sdurey suryred 10 [Moo pus 
[eusis ‘ouLop ‘[Ie} ‘pwey IO} ssvys Jo Sesue] -Joo10y} 
sqred pus ‘suosiod porqestp AyjeorsAyd Aq uoryeredo 
IT9Y} OYVP]IOVS OF SOPOTYOA IOJOUI OF JUSUITYOVIzB 
IO} pousisep ‘sty JOryUoO BZuraup Axerrxne :sur 
-yeys 10} SAoy ‘syutod 4o"yUOd UOTZIUBI +you 10 eyisod 
-WI00 ‘4Ja} 10 YO ydeoxe [elloywuI AuB Jo sjyoxsed 
‘sjeururie} A10}}BqQ oepnypout OF you ‘jooleyy syred 
pue sioyoouu0o pue ssuryyy ‘s}JeYoos ‘S[BUTUIIO} 
BUTIIM OTI1OOTO ‘seoys Joduinq 1OOp -set[quIesse UTBO 
pUB SIOJOI 1ONGII}SIP :SpooyA OSTp IO} ‘oTOY e1}uUeo 
qNoy}IM 10 Y}IM ‘Joo}s peTjol JOY Jo sostp poesodey 
‘sZUII PUd BUTYB[NSUT 107VINUIUIOD :syuoUIBes 1oddoo 
loyeynurui0s ‘ire ‘saosseiduroo ‘ssuryyy ynoyyIM 
‘Jou IO poye1odep 10 poequlid ‘poze[s puw pouing uByy 
poinjovsnuvur 1oyyinj you ‘sooo Bnjd yreds 10;e[NSUT 
dIUUBI00 ! poyeUsaIdUIT [10 10 poprydeis ‘ssurysnq ‘Bul 
-UT] [BJOU SNOII9jJ-UOU YIM ‘poxoVq ezZUo1q IO [904s 


‘sgulivoeq ‘oyydeid ‘sBulmveq :esvofel YOUN] ‘ssULIBE) q8Eh 


eee ee ee *BUIOZIIO} eu} jo syed 9yo[dur09 
‘geyBViq YONI} oljousvu IO S1OJOUL OIIzO9[9 epNjour 
04 jou ‘sivo ABM]IBI 499I}S JO UOTJONIJSUOD OY} UT OSN 
IO} ‘[90}8 JOYS pepjem Jo sTjeys Apoq pue “epsuey 
UI OpBUl JOU PUTYH JO ssBpo B JO ‘S[SeYM Po}LOSUT 
Joqqni puv SBUIWUNOW JEqqnN ‘s19qUIEUI SSOID [9048 


qsvo ‘oUIvIy IB[NGN YIM UBISOp poeple JO SYONIY) pep 


AVI FN ERA DE OO TRI Pe +=“ g9110}08] 
UMO ITOY} UT ‘SepoTZIe Yons jo aredod oy} Ul 10 dINzOR} 
-NUBU 9Y} UI ATOATSN[OXS OsN IO} ‘oBMssE[s SUT}SISOI 


66411—63 


36 


GUE L 
[Breuer 


PUBL 
9} BIPIULIO4UT 


So}BY JUOSeIg 


UBL 
[e1euer) 


PEL 
07BIPeUlIo}UyT 


peas 
[BIqUeIEJOIg 


ys 


ynq “you IO pouty 
‘YONor oy Ut [BIOL Jo ‘prvoq JUSUIN.IYSUT puB JopUdy 
‘pooy ‘[Moo ‘Apoq ‘ssurdureys -1Ojateyy sodeys 
10 sdi1}s SUISO[O pu [JOU JO sIeAOD sutids ‘joo1oy4 
sjred puv siojoulopoeds ‘Joo10y} syed pue ‘Zurids 
SUIIBEq ‘SeTyoys ‘eeisep Aue Ul peystuy jeyour 
iou pozed you ‘joorsy sired pue ST[EYs 10,VVIpB1 
‘sosnes JoyeM JOPVIPVI foreUIOyNE ‘SoI[q UlessB 
TopNYs OpeIpws -joorey} ‘syied pue ‘poqeydun 
‘SPUPULVUIO YOO] AJIT pooy pue ‘syuoureuso 10}BIPBI 
‘SUIP[NOUL 9AT}BIODOP IO YsTUy Opnpour OF you puev 
‘peyeid rou peystjod you ynq *yoo10y} sqred pue ‘you 
JO pequiesse ‘sid 10430 pue pooy ‘107 BIPBI 
-1Ojoloy} SBuI}{y pue syoyouiq pues joorsyy syed 
‘QUT[OSBZ IO [10 10} s1oytand : joo10q} syied pus ‘ire 10F 
sieytind ‘seyeiq orneipAy Suryenjoe 10} pinbiy] 
IO ‘Ire ‘Tony ‘[IO 10} ‘10jJor0y4 suiqn} pue ‘ssu44y 
FROYFIM IO YPM “GOuU 10 paleAod ‘a[qixey 10 pIsi4 
‘SUIGn} JO sour] odid ‘joor10y4 sqred pue sosnes [Io 
-Joo1sy} syed pues sieq,y [HO :q0ouU 10 poy prey 
‘UOT}Isod Ul 40S s[reu YyIM ‘TeQour jo ssurplnour 
-Jooley} syied pus ‘syoo, yons jo SUOT} BUI ULOD 
JO ‘UOISSTUISUBI} ‘IveZ But1s04s ‘UOIPIUSI 91140979 
‘syoo] ‘sdure, pavoq PUSUUINIYSUL ‘Jooreyy szred 
pue solyquiesse jezeq quouINIysur ‘joo1oy4 syred 
pue suloy -Serpoq 10} ‘you 10 paysiuy *JOo10y} 
syied puv sesury ‘joo10y syed pus sasnes oul[OSes 
-LOjoioy} Szred Pus joo1sy} SUOT}BUTG UO) pues sduind 
unnoea ‘sduind jony ‘ysnor ay} ut ‘Joos Jo A[Quiesse 
uorjoes 410ddns uid sury jouuvyo sso19 9[xXB QUOI 
-Joo10y} syed pue ‘sorquresse o78]d OALIP ynoyzIA 
IO YyIM ‘ssurdnoo ping ‘yoo10y4 sy1red pues szrun 
IOUIOAOS poosds cursus ‘Joo10y4 sqred pues seyoqrms 
WIys Ives o1140979 ‘yoo10y} syed pue $10}8dIp 
“Ur yeoy YSep ‘Joor1oy}, shoy pue soaoojs qNOY4IM 
JO YyM ‘sjo1ieq Yoo] 1epurpéo ‘xoq zee8 1078] I}UOA 
[O1}UOD -jool10Yy} syed pue ‘eseq suipnpour ‘you 
JO TOplOY 0}401VS10 B YILM UOT}BUIqUIOD UI IOY.OyM 
‘S10} YT] 0}401VS10 puv IVsI0 !joo10y44 oinzpoejnueul oy4 
Io} sodeys [90}s puv soured] sisseyo :jooreyy syed 
pus S10JOINIBO ‘Jou 10 peuryoRUT ‘pepjem 900rd ouo 
‘ssuIsnoy ofxe ‘edeys 0} possoid ‘eiqy poyeinpur 


jo SUIUT] SuIsnoy [ooyM pus sysol wie ‘siej}ouIUTY]| OgeF 


a Oe ora NI RRR cece ee 


_™, See 


37 


‘ard GZ 


“o°d GZ 


‘ore OF 
"9°d og 


leh a § 


dL] 


-o'd GS 
“O'°d 02 


ool] 


901] 


901] 
O01 yf 


“od CZ 


‘o-d CZ 


‘ord 0g 


e017 


oot 


*9°d 0Z 


el, 


ool] 


e281] 


‘UI9}T STUY JO SUOTSTAOId OY} YNO SutAiieo 10} Ares 
-s900U pouloop O18 SB ‘AUG fT ‘SUOTPB[NSeI YONS oYVUr 
ABUI [IOUNOD UT IOUIBAOY) OY} FBY} POPIACI (g) 


ena Leeeeeeereeseeeeess-9q ]]BYS WOU SI} Jepun 
Aqnp jo soyer oy} ‘ord Ystpiig oy} ur polimout st 
‘gaxe] pUuv SOIJNP SpNpoUr 0} yOu ‘sIssByO IO SossN¢ 
AQ][OI} SSOTYORIY OLAP TO “seporyoA 1OFOUT ‘so]Iqoul 
-ojne yons jo uorjonpoid jo ysoo ALOR} OY} JO 
winjued Jed oAY-A}XIS UBYy SSeT JOU PeUy popraocid 
pus ‘stsseyo Jo sesnq Ao[[O1} sso[xowl} d11}09TO 
‘g9pOTYoA IOJOUI ‘SoTIqowoyNe puBSNOY, Uo} speed 
-xo JYSNOS SI UOT}ePIOd WIT YOryM Ut IesA oY} Sutinp 
4yndyno £10708] ['8}0} 9SOYM FZP PUB BEEP SUIOFT yey 
UI pezyeiowNus sIsseyo IO sesnq Ad[[O1} Sse[fO’sy 
oLIyooTO ‘SePOIYOA IOzOU ‘seTTqoMOyNB jo JoINZOV} 
-nuew 8 Aq yuouldinboe [eursti1o sv esn 10f poqyroduit 
axe sopIye oAoge oy} FL yBy} ‘poplacid (Z) 


so eeee ee “oq leys uIO} sty} Jopun Aynp jo 
gover oy} ‘oriduig Ysi}iig ey} Ul posinour St ‘soxe} 
pus sornp epnypout 07 you ‘sissvyo IO Sesnq Ag {lor} 
Ssop youl} OIzOsTO ‘SeporyeA JOJOUL ‘so[Iqouloyne 
yons jo uoronpoad jo 4ysoo ALOZORy OY} JO uin}ued 
Jed AYO} UBY} SSoT YOU 4VY} popraoid pue ‘sissvyo 
Io sasnqg As[[O1} SsepYows} OLAZOoTo ‘SoeporyoeA IOJOUT 
‘gaIqowoyne ojeyduioo puBsNoy} Ue} PoooxXo you 
soop 4 Bnos st uorzez1od ut YOry As ul eo oy} SuLinp 
4ndyno A1070¥} [BOF OSOYM FEF PUB VBEP SUIT IBF 
UI pozyeouINue sIssByo IO Soesnq Ag{[o1} ssp yoRsy 
dIyOeTS ‘SepOTyYoA 10}Z0UL ‘sojIqouloyne jo soinyzovy 
-nusur B Aq yuoutdinbe [vuIs110 sv osn JO} poysod 
-UII d1B SO[IT}IB VAOGB OY} FL FUP ‘pepraoig (1) 


een Toe Re ie er ease) | 
sjred Jo oinjouynuvul ey} UL esn IOJ IO BEEP PUw 
PCP SUIOY lie} UL poyVsouINus spoos oy jo aredor 
ey} JO oInjoujnuvuUl oy} UT esn JO} PUB epeuey) ul 
epvuUL JOU PUTY JO ssBjO B Jo VOY BuLOBZII1O} OY} JO [[e 
‘Joo1oy} syivd puv sioedia pyorys-purAr ‘s10}8[NSI1 
[OI}UOO OSBI[OA ‘SoI[qUossB [[BQ qurof yesioAtun +40Ou 
IO poyeid ‘Joos Jo sBur1 surdurepo ott} {Joo1oyy 
syed pus ‘1ojo10y} SuojyNg Surpnypour ‘ser[q UlessB 
ayoyo pue yards ‘e[}3014} -Joor10y} sjied pue s}e4s 
-oulley} tpireoqieyyeoM uinsdAS jo syuBlq AOSTA 
uns ‘{10je10y} siepids pue surtr ‘sjooyM SULIVO}S 
‘yoorsyy syed pue A[Tquiess® YOUIMS 10}1B4S !oe1sep 


38 


‘ord $12 


“od OF 
"ord $13 


PEL 
[Breuer 


‘ord $7 


*oO°d GZ 
‘ord S/T 


MACAU 
9}VIPSULIOJUT 


soyey JUEseTg 


ool] ‘ard 272 
ol qT 
OoL iT ‘ard 27g 
IIE L, 
[Breuer 


‘ord £1 


‘ord $11 


PSL 
eo} CIPOWUL19}UT 


ooL iT 


TD af 


a 
[elquerejorg 


ysiuig 


-UlOSSB UOISIGAUOD [O1JUOD BATIP PIBVMIAOJ ‘Jooley} 
syed pus seljquiesse osnj ‘suoygnq ysnd ‘sTjeq 
‘slezznq ‘SOYOJIMS O1IJIeTO9 ‘Jooreyy syed pus 
SeY9}BO PUB SYOOT LOOP :Joo1ey4 syied pus ‘poze1edo 
Ite 10 UINNdvA ‘pusey ‘UstuBYOeu deys pusB 1oOp “you 
IO poYVUIUINT[I ‘s[VUSIS UOTJooIIp ‘fooleyy syzied 
pues ‘JOU JO po}BUTUINT[I ‘sel[qUIess’ USIS oyno1 pus 
UOIYVUIYSOP ‘SesIvey IO} SUIIO}VBI[d IO Selqey JoYsBo 
‘sozyejd teduing [904s Sutids surpnypout ‘joorsyy syed 
pues ‘igel pus yuo} ‘sieduinqg ‘jooley} einzpoejnuevul 


oY} Ioj sedeys [e0}s puv SlequIeU ssol1d WI0}}0q Apo] Ig¢F 


*U1O4I 
sty} JO suorstAoid 944 yno SutAiivo 10} Aressooou 
peusep oie se ‘Aue ft ‘suolze[nsel Yyons syBvul 
ABUL [LOUNOD UL JOUIOAOL 04} YBY} PeplAoig (Z) 
"aq [[BYS UlE4I STUY JopuN Aqnp jo seyer oYy ‘ourdurgy 
YsIplig oy} Ul pelINoUl st ‘sexe, puv SoIyNp epnyjour 
0} jou ‘1OJe10Y4 SISsSBeyo puw Se[oTYeA IOJOUI Yons 
jo uoronpoid jo 4ysoo A10j,oBVy OY} Jo uINjUeD 190d 
AYO} UBYY Sse, YOU ‘4YsNOS ST UOTZeJIOdWIT Ory 
SuLnp 10k oy} SULINp 4VY} OS[TV peptAoid pus ‘egepF 
pus FZp SUIOJ jJlIv} UI peyBIeUINUG Spoos oy4 jo 
JoInjoRjnuvU B AQ ‘OUIVS GY} IO} SossBYO IO} IO ‘sesnq 
AQ][OI} SSOTYOVIY OLIJOOTe pus sesnq JOJOU ‘sHonsy 
iojyoul I0J JueuIdInbe [eUIsII0 se esn IO} poziod 
-UI 918 SO[DIJIV SAOGB’ oY JI BY} PoeprlAolg (T) 


Sawa Msc oe OUIBS OY} IO] SISSBYO JO BINYoRjnuBU 
ey} IOJ 10 ‘sesnq As][O1} SsepyoVI} OLIYOOTS puw sesnq 
Iojour ‘syon1y 10j0UL JO sINyoejnueuUL eYy4 ur ATUO 
osn IO} VQEFP PUB FZP SUIOJ Pie} Ul po}ei1ouNuE 
spoos oy} jo sieinjoejnueut Aq peyodul pues 
‘epeuey Ul OPBUI YOU PUTY IO ssvjo B jo Us ‘SuUIOS 
-d10} 9} Jo Syred pus ‘s[ooyM PRO [994s ‘szuTO! [VS10A 
-Iun ‘sqjJeys @ALIp ‘s10j1eAU00 onb104 puw ssurjdnoo 
ping 10 o1nerpAy ‘Sel[qulesse UOISsTUISUBI} ‘SoqoUl 
esAy Aq soyour AZITYY UvYy JESIV] seit} o1yeuINeUd 
IO} SUITI ‘soJousVU ‘sIBEes SUTIOOJS ‘souTsUe UOTYSNG 


-U10D [VUIOJUT ‘Soyo NO ‘soyVIq :So[XB vel PUB JUOLT| PEEP 


Ul9}] 
BSL 


ot ee es ee. Bee ee ee i ee eee ene eee eee eee ene ee ee ee ee pee en ner eS IS IE RO SE 
RR EE RE SE EN LS a a SS a SCS SS SA BR I gn 


39 


‘ord 0g 
ool] 


‘ord oe 
‘o-d ce 
‘ord OT 


SNOLIv A 
SNOLIB A, 


SNOLIv A. 
‘o'd 02 


yaaa ei 
901 


‘ord £12 
‘od $12 
croP as f 


SNOB A 
eoL] 


SNOTIB A. 
ool] 


“od OL 
‘ord OT 
901] 


SNOLIv A 
ool] 


SNOLIvA 
dol] 


e017 


‘ord CZ 
“o°d OT 


doL J 


-o'd 0Z 


dT 


‘ord OT 


d01 J 


ooLT 


doL JT 


ool] 


THheSE SKA ORV CSR OAS SK eS a Oe SS Se Oe ew ee SuUTYSea 


‘|pue Surxy ‘Surdojeaop 10j syue} puv souresy Burqursd 


‘srosse00id wWITY orywUIOyNe ‘sioysemM yurid ‘sessoid 
Suryunour ‘sueAip ‘sieqwoy ‘SiosreyUe ‘S10qULIg 
“spunolZyoeq pus 
sIop[oy weeds Surziaeyod ‘suseios Suizirejod ‘siep[oy 
10}[Y Inojoo ‘siej[Y INOTOo ‘s1oppoy AStp worsnyytp 
‘sy¥SIp uoIsnyip ‘sieqjoustA ‘sdoy podti} BieUrBo 
‘spodi1} Bieulvo ‘spuBys BioulBo ‘sesBo BUTALIBO 
‘syry ‘steppoy oyeid puw soded uorjeurquroo ‘syyBoys 
wy ‘sqUeUTYyoR}}8 Spl[s usleyuvy, ‘syowq soeydepe 
g[qIsIeAeL ‘syowq Suronpei ‘sesvriiwo ssejs punois 
‘spavoq sud] ‘spooy sue, ‘sieppoy eyed pues wig 
‘slopuy e8uBr ‘siojour oinsodxe ‘si0zjnys ‘Sesue| 
:SBIOUIBO TONS Y4IM OSN 1OF SOTIOSSIDOV BULMOTI[O} OY} 
pues ‘1os1ey puw soyour 49 Aq soyour FP SeArzesou 
suryeur 10j ‘sesodind yeuorssejoid 10f sBIeUIBD) 
—SMOT][OJ sw ‘ssouIsnq UMO 
Jey} Ul sieystuy-oyoyd [elo1eurMI0D pue sioyduis 
-ojoyd [euorssejoid Aq osn OJ ‘ZuroBo10j 9y} Jo syed 
eyojduroo pue ‘yuouldinbe puw svioulvo o1ydeis0joyd| BZoF 


ANG es a6 She SES aks as 88 8a eee 6 oe  [eyour jo ssurdureys qnyqyeg U9FF 


fever Cee eee mses a 8 o- ‘Joor0y} sqied pus ‘Irey ueuiny 
SUIAOUIAI UL 9SN IO} SoUTYyYOVU SuLABYys AIp oLe[GY] lepPp 


er sone " 1OYSTUT ey} sq poqrioseid suory 
-e[nZe1 Jopun ‘1ojo1sy} sjied jo ouNjoRjnusul oy} UT 
10 ‘SUIO}L JJlIB} Presoloje oY} UL po}e1eUNUe spoos 
ay} JO ounjoujnuvUl oy} UI esn 10} poysodut woYyM 
‘O6Sh PUB ‘OGOF ‘UGOP ‘UIGOF ‘160F ‘60h ‘[60h ‘160F 


‘Y60F ‘S60h ‘J60F ‘60% ‘POP ‘260% ‘60h “B60F ‘60F 
SUIO}I JJLIB} UI po}V1OUINUS SPOOs oY} Jo oinzowjnuvuUl 


JO 4SOO0 OY} OJUT JOU TOTYM S[VIIoJVUL PUB SOPIZIV| VPP 


|: ‘sosrvoy puv soouv[nqure 10,0 ‘setpoq snq Ae][o14 


SSOP YORI} OLIZOoTS ‘Setpoq snq JOJOUr ‘seTpod Yons} 
IOJOUL JO BINZORVJNuBU oY} UT A[UO pesn oq 07 poziod 
-UlI UY BuroBo10j} oy} jo [[B ‘suistuvyoour surze 
-10d0 MOPUTAA ‘yoor10y} syed pus ‘s[[l1d pus ‘odAy ue} 
UIALIP IOJOUI BUIPNPOUL ‘S10zVIIZUOA +SUISTUBYOOUI 
Suryv1edo yees ‘slopuoj Jeqqni ‘joo1ey} Sol[q Ulesse 
pus ‘you 10 poultid pus polo ‘ssurduieys [Byoul 
‘sqinq duwiv_ epnypout 0} you 4ynq ‘you IO pe[quesse 
‘1OJO1NY} SJOYSVS puw sesud] ‘olvMssv[s ‘s[BUTUIIE4 
‘sasue]y ‘SyoyxOOs Surpnpour ‘Suryeorpul pue duryeurus 
-N] ‘spury [[@ Jo sdurey ‘joor0y} syed pues soel[q 


"49 

I9y}0 AuB 10 GS6T ‘JOY JUoOUIpUSUTY Prue y srieents 

eyT ‘9V sty} jo suoistAoid oY} SurpuvysyyIMyzou 

‘sySOdUII [[@ WO JduIexe oq [[VYSs Wez] SIU} Jopun 
AIque OF popjtyUS SpoOOs 4vYyy JOYJIN} Poplaoig 

*0008q0} 

poinyowjnuvu Jo spunod 04 pus so}JoIvsI0 porpuny 

OM} ‘sIBVZI0 AVY JO sseoxe uI ODDvqO} UO IO ‘4xeNb 

euo JO Sse0X9 UI SesBIBANq DI[OYOo[e’ uO posAoT[V 

eq uoryduIexe oY} [[BYys OU ‘poMoT[e uoMdurexe 

4SBl oY} JO oyVp 99 UWOIJ SYyUOUL INO} jo portsed 

6 UINJIM pojUBId uloIoy UOIyduUIOXe 944 0} poizIjUO 
oq jou [[BYSs BpeUeyD Jo JUEpPISEL B 4VY} POplaoig 

aol y ool 90] 9017 01g gory |esdets arta oy eee te 2 eaten eatin ¢ qoqsturpy OY} 

Aq peqts0seid suorl}e[Nsel Jepun ‘e[es IO} 10 suos.ed 

Iaqj}O IO} UOTZEpOUTUIODDV Uw SB IO UWOTSSTUIUIOD 

uo 4Yysnoq 4OU 4Nq ‘S4JIG 10 SITUBANOS S¥B IO 9sN POY 

-esnoy 10 [euosied 10} wieyy Aq portnbow pues sinoy 

JYSIO-AJIOJ UBYY SSO] YOU JO VpBUBD WO} vdUESqeB 

ue 10jJB pvoOIgqe WIOl] Suluinjel epeued jo s}yuep 

-Isol SutAuvdulo00e esveseq 94} Ul PepNOUl sIe] 

-[Op poipuny suo uvy} e1OUI yOu 4B penyeA Spoor (q) 


oleh ay § O01] O01 iT 91] clon af O61t: [PA eee an ae anne ***JeqystuTy 94} AQ poqtsos 
-o1d sSuorye[nse1 dJepun ‘esedseq ,SIo[[eAVI], (2) e021, 
“O'd OF “Od og aye 6 b CT o°d OF -o°d 0g “ord CI eee oe esr eee eee ee eee eee ee soes d‘o°u ‘Spuly Ile jo soysnig ecg 
oro AY § VOLT 901] O01 \[ O01 eel |'SoAT}BAJosoid Jo UOT}IPpe oy} puoAeq pepunodutod 
you ‘ul10} pinbi, ur Jeqqni epnio suleq ‘xezeT (IIt)| 919 
‘ord ce ‘ord &z¢ "ord £22 eoL] ool] eo1g [fae cae ATWO syey $,UsU ‘Jo sospa oy} Surpurq ut 40 
‘IO} Spuvq oY} SUIYVU UT SOTIOJOV} UMO IIOY} UI ATOA 
-ISN]OXO OSN IO} S}VY S,UeUI Jo SIoINzoVjnuBUT oy} Aq 
poylodurt ‘uoqqti pep10o0 Joys INO} 10 s[qnop ‘epsurs 
SB uMOUY AT[BIOUES ‘SesBATOS Po}eIIOSUN Y4IM opevUul 
‘U{pIM UI SOUL OM} BSUIpseoxe Jou ‘SolIqey UaAOA\} PG9E 
“ut ‘bs 10d ‘ut ‘bs 10d 
"go € 40 & 801 iT coh Af cron AY § Cold | epee SoSo[IALId Sul[IVul ssevpo-puooves surAofue 
suoryeorjqnd jeotpotied puv siededsMou url uoTjonp 
-O1dol IO} SainjoId SMOU SUISTZIOAPV-UOU JO SIOIIZVI] OCLH 
£8 ede Be ee 
[e10wexyy O}VIPOULIOJUT ee | Que Yue, Yue y, uw1e}] 
[eres O}VIPoUlIojUy | [eljuorIejolg Sees Buel 
soyey Juesolg ysiquig 


41 


*o°d OZ 
elena f 


*O°d 0g 


*O'd cE 


*O°d CZ 


eoL J 


dol] 


-o'd CZ 
dL] 


*O'd CZ 


"ord $22 


*O°d CZ 


dOL i] 


dL] 


‘ord FLT 
eal] 


901] 


dL] 


e0L 


e017 


*O'°d ce 


ool 


eoL iT 


O01 ,\T 


801.7 


dol] 


*9°d on! 


oo1 J 


e017 


901] 


001.7 


ool] 


dol] 


dL] 


doL J 


901i] 


Teeeeesseeees-oatiosaid ABUL IOJSIUIP 94} Sv SUOTPBIN 
-Zol yons Jepun ‘sjeultue Suriveq-iny 10 Arypnod 
*YOOISVAT] LO} Soo} JO VINJOVJNUBUT 9YY UT ATOATISN[OXe 
asn I0J ‘sseooid UOI}eUSUTIe] prvs ey} 10} Aresseoou 
yey} ydooxe oinyxtuIpe ynoyyIM pejrodur uoeyA 
‘sso00id UOI}eyUSULIe}] B OF poqoofqns you 10 JeyJOYM 
YSBUI SOSSB[OUL IO UIVIS BUIT[TISIP Jo sseoo1d oY} 
UI PpeAOWOI WOSd SBY [OYOo[’ oY} JojJe SuruTBuUst 
anptsel pinbiy oy} WIOIJ poureyqo seyqnjos ,sIeT[tystq | LFS 


<< aa oS 910 OJI[OOYOS SUTJOOJOpP LO] poywusisop 
‘Joo10y} syed ojoTduroo puv ‘sdurvy Awl 4Zo[OTA-B1I}[Q} 98 


ae Semaine SyOV} pus sJoArI ‘SMotoOS ‘sTreu ‘syNU 
‘sqJoq JO oinjovjnuvUl oY} UT osn JOF ‘AIOUTYORUI 
jo syivd oyojduioo Suleq you ‘YSnoL oy} UL SoIq} B9Z8 


ive Meee Ok an hee eee kaw cree ree [rounog 
UI IOUIOAOY) OY} AQ poqtsoseid suOT}e[NSe1 Iapun 
‘yoojs Jo queuloAOIdWII ey} IOJ ‘porq oind ‘ssop 
pus ourms ‘sess ‘s}vos ‘dooys ‘e[}}80 ‘sesIoYy JO UsUIEG] gg, 


‘BpBUBD UIOI] poy1odxe useq you Avy} 
pey e[qeI] ueoq oAvY plnom Avyy YoryA 0} sorjnp 
asIoxy IO swmOysNy) oY} Jo yuewiAed uodn 4dooxo 
AIjYUS 0} po}IWIps oq JOU [[BYs poy1odxe puw epvuUB? 
UI SUOT}BINSeI osIoxe Jopun IO puod UI poinzoR] 
-NUvUL Spoos yons jo Aue yey} JoyjIN} popraoig 


*POMO][V YORQMVIp IO punjol 
ey} 0} [enbea setynp jo yuewAed uodn ydooxe uleyr 
Sty} Jopun Ajue 04 poyjIUIpe oq you [[BVYys opeuUl 
useq SBY YOVGQMBIP JO sdUBMOTIV 10 Aynp jo punjer 
® YOIYM UO Spoos Yons AuB yey} OS[B poplaolg 


*pBoiqge o[orz1B Ioy{O Auv JIM pouTqUIOdS 
IO ‘SUBOUI I9Y}O IO oINyovjnuBUL Jo ssov01d Aue Aq 
UOT}IPUOD UT PoeAOIdUIT IO ON[VA UL poouUBAPB UW9dq 
SUIABY JNOYIIM UOT}YLOdXO JO SUIT} OY} WOT] SsIBOA 
oAY UIYJIM POUINJEI 9IB SPOOS OY} YVY} POplAoig 


; ‘aqriosoid ABUT IoJSIUT IT 


rare ne be Pipette seen sees eseeceereeees uO TITY 
poytodxe useq oABY puBwe epBUBD UI UOTyduUINS 
-u09 IO} poiejUs Useq 9oUO VABY YOIyM ‘Aydute IO 
P2[Y Ssul1oA0d IO SIOUTe}UOD Burpnypout ‘spooy (q) 


“**UOIJoIOy} poy10dxe useq Suravy Joqyje ‘epeuedg 
jo oInjoejnuBvU IO sonpoid ‘YyMOoIs ayy ‘AyduIe 10 
P2[Y SSsulIsA00 IO SIOUTe}UOD BSurpnypour ‘spoor (D) 602 


7 


66411 


42 . 
Bt alk ak eh pies es 8 el, cal le 


2. Resolved, that schedule A to the customs tariff be further amended by deleting from the 
Customs Tariff Amendment Act, 1939, as amended, the following enumerations of goods and rates 
of additional duties of customs: 


Tea, when the value for duty thereof under the provisions of the Custom Act: 


(a) is less than 22% cents per pound.......-.eeeeerreerseseceeeces 5 cents per pound 

(b) is 224 cents or more but less than 30 cents per pound........ 74 cents per pound 

(c) is 30 cents or more per POUNd..... eee e cesses eee cere eerees 10 cents per pound 
All goods specified in customs tariff item 25a.........+.+-+e ees eeeee 10 cents per pound 
All goods specified in customs tariff item 26, except coffee, roasted or 

PEOUU os Ga oid ajc ecein soc wa alee w'n4,9 i.e be @le o's 4 aon inate otauee gee wee gen 10 cents per pound 
Coffee, green, and coffee, roasted or ground.........eeeeeeeeeeeeeeeeees 10 cents per pound 


3. Resolved, that any enactment founded upon the foregoing resolutions to amend the customs 
tariff or schedule thereto shall be deemed to have come into force on the twenty-eighth day of 
June, one thousand nine hundred and forty-six, and to have applied to all goods mentioned in the 
foregoing resolutions imported or taken out of warehouse for consumption on and after that date, 
and to have applied to goods previously imported for which no entry for consumption was made 
before that date. : , , 


APPENDIX 


THE BUDGET, 1946-47 


Budget Papers presented by the 
Right Honourable J. L. Ilsley, M.P., for the 
information of Parliament on the occasion of the 
Budget of 1946-47 


A. Review of Government Accounts, 1945-1946. 
B. Tables on Economic Conditions, 1945-1946. 
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DOMINION OF CANADA 


A. GOVERNMENT ACCOUNTS, 1945-46 
COMPARATIVE SUMMARY STATEMENT OF REVENUES AND EXPENDITURES 


1. Although the Dominion’s fiscal year ends March 31st, the books of 
the Dominion for each fiscal year remain open for some time thereafter in order 
to record expenditures made to April 30th as provided by Section 32 of the 
Consolidated Revenue and Audit Act, and to provide for adjustments which 
affect revenue and expenditure accounts as well as asset and liability accounts. 
Final figures for the fiscal year 1945-46 are not yet available, and accordingly 
the statements which follow, in so far as they relate to 1945-46 revenue, expen- 
diture, investment and balance sheet items, must be regarded as preliminary. In 
particular they do not reflect the cancellation of $425,000,000 of accumulated 
liabilities of the United Kingdom under the British Commonwealth Air Training 
Plans, which are provided for in the Financial Agreement with the United Kingdom. 
The relevant article of that Agreement and the section of the United Kingdom 
Financial Agreement Act, 1946, implementing it have not yet come into effect, 
pending action by the United States Congress on the Anglo-American Financial 
Agreement. If and when the Anglo-American Financial Agreement is approved 
by Congress, immediate action will be taken to implement this provision of the 
Canadian-United Kingdom Agreement. This would result in a cancellation of 
the item of $425,000,000 listed in the balance sheet given on Page 87 of this appen- 
dix under the heading of “Loans and Advances’. It will also result in an increase 
of $425,000,000 in War Expenditures and Total Expenditures and a similar 
increase in the deficit. 


2. The following tables show, by main categories and in detail, revenues, 
expenditures and the increase in net debt for the fiscal year 1945-46 together 
with comparable figures for the four preceding fiscal years: 
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STATEMENT OF REVENUES FOR THE LAST FIVE FISCAL YEARS 
(Thousands of Dollars) 


Estimated 
— 1941-42 1942-43 1943-44 1944-45 1945-46 
oe ee 
$ $ $ $ $ 
Tax REVENUE— 
Direct Taxes— 
Direct Taxes on Incomes— 
Individual Income Tax, including 
National Defence Tax........... 296, 139 534, 138 813,435 767, 755 691, 586 
Tax on Interest and Dividends.... 26, 643 26,711 25, 671 27,053 26, 824 
Taxes on Rents and Royalties..... 1,626 1,370 1,272 1, 546 1,486 
Corporation Income Tax........-- 185, 836 347, 970 311, 379 276,404 217,834 
Hixcess Proute Pax.ssc5.0 o0 2 os 135, 168 454, 581 468,718 465, 805 494,196 
Total Direct Taxes on Incomes. 645,412 1,364,770 1,620,475 1, 538, 563 1,431,926 
Suocession Duties <.15..25+sebenewess 6,957 13,2¢3 15,020 17,251 21,448 
Total Direct“Taxeatsya..c. . AL) 652,369 | 1,378,043 | 1,635,495 | 1,555,814 1,453,374 
Indirect Taxes— 
Customs Import Duties............- 142, 392 118, 963 167, 882 115,091 128,877 
Excise Duties— 
Spirits, malt, etc..............6--- 46,776 65, 594 65, 922 72, loo 91,275 
Cigars, cigarettes and tobacco.... 65, 050 76,372 79, 906 83, 142 98, 228 
ICON CESin ahi Ree aie teat eae 40 38 BYA 37 38 
dees RETUNGS ein cee. Te re —1,775 —3, 283 —3,741 —3,390 —2,815 
Total Excise Dutiés............. 110,091 138,721 142,124 151, 922 186, 726 
Excise Taxes— 
Taxes on Commodities— 
Sales "Tas, babe aural preci ere: xe 246, 553 250,478 339, 256 404, 109 326, 253 
War xchange Lak. ois ssn cece 100, 874 94, 553 118, 913 98, 164 41,198 
Automobiles, rubber tires and 
tabla hae. ceeds & ots Pins os tener 16, 742 3, 062 6, 000 6,480 6, 701 
Beverages! tv, Ge. A ee 6, 247 14,119 19, 059 19,442 16, 657 
Candy and chewing gum..........Js.---++-220- 8,185 12, 602 12,874 11, 904 
Cigars, cigarettes and tobacco.... 333 26, 295 54, 688 62, 306 70, 228 
Cigarette papers and tubes........ 3, 948 5,056 6,159 6, 658 4,645 
Electric and gas appliances........ 8,470 5, 306 38, 302 4,057 1,272 
dts. GP. ROAST JACEE Ato eo, 1/0 4,199 Apa ite 4,976 
Sac TUNG. o es op Blae se oie Meune 24,402 24, 898 24, 930 29, 671 29,836 
Matches and lighters.............. 2,766 2,855 2,874 3, Lt? 3, 675 
Phonographs, radios and tubes.... 2,361 1,191 491 1,112 646 
Special excise on importations..... 861 480 508 545 787 
Sodand?) H).4G See Os BOWS. 22, 009 14, 950 13, 048 11,744 9,975 
Toilet preparations and soaps..... 3,539 4,542 5,327 6, 347 7,107 
Trunks, bags, luggage, etc.........J...-.-.-05- 2,187 4,170 4,134 4,711 
iris FO ssid. dda Skeet. igs 1,445 2,007 1,710 die 2,066 
GURUIY ores css oe ore one a oe 877 1, 938 27009 2 OFF 3,811 
Taxes on Amusements and Services- 
AIBETIIER Hone Os c's Dee ans 7,010 10,778 12,019 12, 284 13, 387 
Tax on pari-mutuel bets........... 1,082 1, 287 1, 683 1,904 2,188 
Transportation and communication 8,131 16, 083 22,379 24, 205 26, 893 
Stamps, including payment of taxes 
on jewellery, chinaware, cabaret 
attendance, 0c, :<. ns. etese tee 4,893 12, 586 16, 734 18, 296 21,697 
Licences, interest and miscellaneous 202 255 331 369 302 
Less refunds (mainly sales tax)...... —10,370 —17, 549 —34,342 | —194,719 —114,005 
Total Excise Taxes............; 453, 425 488,712 638, 619 543, 065 496,910 
Other Taxes— 
Chartered bank note circulation... 786 665 457 350 270 
Insurance Companies............. 1,148 10, 893 6,481 7,182 7,951 
Miscellaneous... .:.5c.see eee ass 702 van 753 702 751 
Total Indirect Taxes.............- 708, 544 758,677 956, 316 818,312 821,485 
Total Revenue from Taxes........ 1,360,913 | 2,136,720 | 2,591,811 | 2,374,126 2,274, 859 
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STATEMENT OF REVENUES FOR THE LAST FIVE FISCAL YEARS—Concluded 
(Thousands of Dollars) 


Estimated 
— 1941-42 1942-43 1943-44 1944-45 1945-46 
$ $ $ $ $ 
Non-Tax REvENUE— 
eae ea Deve EAR R ev ah! 45,994 48, 869 61,071 66, 056 68, 613 
Return on Investments............. 25, 826 41,242 48,281 60,749 70,915 
Bullion and coinage................. 4,767 5, 883 8, 732 4,586 4,954 
Premium, discount and exchange.... 11,855 395 sg ee, ee ee: 
YES ee Sas eae See Se 14, 469 19, 690 13,045 14, 080 16, 206 
Total Non-tax Revenue........... 102,911 116,079 133, 283 145,471 160, 688 
Total Ordinary Revenue.......... 1,463,824 | 2,252,799 2,725,094 2,519, 597 2,435, 547 
SpeciaL RecErIrPTts AND CREDITS— 
Refunds of previous years’ Special 
iinet i tote i eo an nes a 102 239 221 53 21 
Special Receipts—War Appropriation 
PS SAD RI RE: TIDE, Gs 16, 384 18, 651 98,918 360, 061 569, 150 
RL ye > 459 275 216 Lit 161 
Canadian Wheat Board— 
Reduction in Reserve Account....]..........4- 6, 660 2,971 ON en 
Surpluses in certain specialaccounts|: 2.9... 6. 6.6 ]b eG ecm se [ee cle ee eee ous 2 Baa toast bioasnts <2 
Canadian National Railways— 
Net credit due to increase in Cana- 
dian National Railways Securities 
‘rast tock (contra)...........4.. 1,576! 31,5601 37,838 22, 400 22,631 
Previous years’ war expenditure on 
investment in Crown plants trans- 
foTTCOLLOPANCIWG ASSCUSS. D8... <2 AIM Ain. oe aectiG Ses ...8 cee SSL AAG lie perce hi aes 174 
0S ee SS a Re ae ee > eee ee ss oA ai’ Sn ane 1 Pe ree ee C ee 
18,521 57,386 193, 638 385, 905 592,137 
Capital and Non-active Accounts— 
Capital Accounts— 
Refunds of previous years’ 
Preah oc ote Bes Bees 55 oh 38 102 93 728 375 
Net insurance proceeds on the 
Tks WA CLES G- o> nc cma veaes et ee, ee oor ae To. en 2 eee Ey eee | 2 
Non-active Accounts— 
National Harbours Board, reduc- 
tion of indebtedness............. 33 jh ater LY pleadnseeaibesl ts 
Canadian National (West Indies) 
Steamships, Limited, reduction 
of inmolsbecioss. . 3.820. 7... <4 SRR. Ee 0 os PBR Te ek 164 SAD ICS 2 apenas ee's 
Canadian Pacific Railway— 
repayment of loan made under 
Unemployment Relief Act, 1932]............Jo..-+eeeeeee 1 Pion t,.. «>. G- bein as Came 
Write-downs to Consolidated 
Deficit Account— 
Seed Grain and Relief Loans.... 58 42 29 36 45 
Total Capital and Non-active 
PNG e Bs ts Sdn Be se eo Fs 1,113 159 1, 286 1,332 420 
Total Special Receipts and Credits. . 19, 634 67,545 194, 924 387, 237 592,557 
Granp Tora, REVENUDS. .. 2.0.5. .....«- 1,483,458 | 2,310,344 | 2,920,018 | 2,906,834 3,028, 104 
Less estimated amount of Income 
and Excess Profits Taxes refund- 
isle nftieet he WBF oot Ba a ENO ee ede 70, 000 155,000 219, 500 72,500 
1,483,458 | 2,240,344 | 2,765,018 | 2,687,334 2,955, 604 


ec eens nnn nS De EE 
(1) Revised to be comparable to the presentation used in Public Accounts of 1943-44, by netting the 
adjustments affecting the Canadian National Railways Securities Trust Stock. 
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY DEPARTMENTS 
FOR THE LAST FIVE FISCAL YEARS 


(Thousands of Dollars) 


Estimated 
ne 1941-42 1942-43 1943-44 1944-45 1945-46 
rere re een) Sere ees 
ORDINARY EXPENDITURE $ $ $ $ $ 

Aericilture..j.07 ses ede a eae et bole 8,430 8, 492 8, 841 9,424 10,318 
Auditor General’s Office...........-.--- 457 44] 348 361 . 379 
Civil Service Commission...........--- 399 427 456 461 480 
External Affairs, including Office of Prime 

Minister. oben ee ens Gale ota och. 1,052 1, 156 1,596 1,974 4,770 
Finance— 

Interest on Public Debt............... 155,018 188, 556 242,681 318, 995 408, 960 

Cost of Loan Flotations and Annual 

Amortization of Bond Discounts and 

Coniiyiesione es re, eee 16, 350 13, 838 19, 285 20, 679 22.310 

Premium paid on redemption of called 

Bonds. voce ccc vcguca ges e bases sn poles deta tints wfes |e at cha: calug sgell aamuserakuetecese yp ta mnsee sso a parses 5,842 

Subsidies toperovanCCS.25..24 102-0 1er 14, 409 14, 490 14, 449 14,445 14, 447 

Wartime Prices and Trade Board— 

Dominion Fuel Board Administra- 

tion, coal subsidies and subventions 4,880 | () —| () —; () —} Q) — 

Miscellaneous Grants and Contribu- 

ete Mee) Ls Da GeE 2 a Mee MORN 5oll 526 528 531 951 

Civil Pensions and Superannuation. ... 445 398 356 825 297 

Government contribution to Superan- 

nuation. Mung... gts ee ec eee 2,347 2,341 2,299 2,341 2,700 

Old Age Pensions, including pensions to 

blind PersOus. .. 66s kes a ao ee 29, 612 29,976 30,377 32, 187 (2) — 

Premium, Discount and Exchange..... — - — 16, 348 14, 735 

Compensation to Provinces under 

Dominion-Provincial Taxation Agree- 

ments— 
Income and Corporation Taxes.... 21,120 85, 942 83, 678 82,977 94, 343 
Crasolineg Lax. wai. betes Re kok soils — 8,273 112757 10, 357 3,709 

Administrative and Sundry Expendi- 

Hs pe Mee Mere an ae ne Ce 3, 807 4,181 4,472 4,724 7,580 
Bieheetes. et ee Pee Et nas ck 1,679 1,699 1,696 2,159 oyoee 
Governor General and Lieutenant Goy- 

CTROTS Ge. Pee eT Ce eee Chae 226 225 222 223 228 
Tstitanee..o 20 ofc et es aa hea ee 181 182 183 185 198 
FUSE ICO eres Wee eec aa RAE 5c vo ors 2,657 2, 667 2,673 2,696 2,843 

Penitentiar tes... os .o.1 cae cas oe hee Boe 2,786 2,112 2,799 2,936 32255 
TAOUe och ee Skew ve er a se ee 762 698 1,147 1,419 1,591 

Technics! Wageation n.d 02 ea eee ea oe Al 19 23 25 29 

Unemployment Insurance Act, 1940— 

Ara inisiretion. ac .ac saree ees Pe 2,344 4,657 Boagl S135 6, 202 

Government contribution.........:. Lgeet 11, 487 12, 344 12,746 12,514 

Government Annuities— 

Payments to maintain reserve....... 617 498 ya 257 294 
Legislation— 

House:of Commons...) 22%. ..c000.4% 1, 408 1,827 1,915 1,612 2,236 

Library of Parliament. 4 ......2¢0.-48 72 76 77 72 73 

Senate: onc een tec ute cutee ears 424 555 562 485 727 

General «.s Wosesur i. kee es ck 47 61 86 95 98 

Chief Electoral Officer, including elec- 

$IOTIES cise E-aecahees Sek ee 282 1, 447 88 179 3, 089 
Mines and Resources— 

FU GU AIRES ALS LONE ORS wae 4 OSS cage bee es 178 160 167 161 166 

Trews teat ae soda! ce tee 1, 289 1, 268 1, 262 1,311 An h2s 

Tidian Affaires. ho. ocd Meete Ronde eocke 5, 000 4,978 5,177 6,164 | (3) 4,479 

Lands, Parks and Forests...........;. 1,959 755 1, 586 1,832 2,608 

Surveys and Mngineering.o>. 0052. 2..4. 1,128 1, 129 L272 1,610 1.322 

Mines and Geological Survey.......... 1,156 1,140 13125 1,217 1,303 
Munitions and Supply.....f......<..c.4. 12 12 14 19°}. 4) Sa 

Dominion Fuel Board Administration 

Coal subsidies and subventions...... (5) — 4,965 2,165 7387 1° a 
National Defence— 

PANY SLE ARI. pische One n aaults Ga ee 43 44 36 40 40 

PMNCTY, OTR ICGay: 62, 4b rete ore ais 223 371 32 29 82 


(1) See Departments of Munitions and Supply and Reconstruction and Supply. 

(7) See Department of National Health and Welfare. 

(2) Medical care of Indians transferred to Department of National Health and Welfare in 1945-46. 
(4) See Department of Reconstruction and Supply. 
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY DEPARTMENTS 
FOR THE LAST FIVE FISCAL YEA RS—Continued 


(Thousands of Dollars) 


bbe Estimated 
1941-42 1942-43 1943-44 1944-45 1945-46 
$ $ $ $ $ 
ORDINARY EXPENDITURE—Con. 
National Health and Welfare........... 1, 246 1, 244 1,617 1,725 6, 133 
Old age pensions, including pensions to 
Sint Bete. OFS, 2d Bee Eee sm rbd (5) - (5) = (5) -— (5) _- 33,715 

OO EES ee ee”) reer. 2s Cc meee Pree ere 172, 632 
Matwiel Fumio... .2.)25 Ais...) (8) _— (8) _ (8) — (8) _- 1,146 
National Revenue (including Income 

3 it 7 oe ee eS Oe ed os 13, 428 15, 190 47%, 72k 20,114 22,631 
Dartinns! War Services... .. «rss. s-0b: 682 428 547 838 4 
EGER TILISC 1 Sew. ess sob Ain Giese Sesto ede 41,502 44,742 48,485 54, 629 57,730 
og One | ee en een ae 54 62 80 81 85 
Benes ASCHIVES Wy. 5b. .1< 2 tse e es ean sks 123 123 124 124 127 
Public Printing and Stationery.......... 195 245 235 232 237 
HIDEO INN OUICS wae: onto as va = awh 11,937 12,014 12,281 13, 169 16, 263 
Reconstruction and Supply.............. — — — 82 914 
Dominion Fuel Board Administration, 

Coal subsidies and subventions........ 6) — (7) —]| (*) — 7) — 2,341 
National Research Council.............- — (8) — (8) _— 887 1,195 
Royal Canadian Mounted Police......... 5,985 6, 242 6, 678 7,183 7, 284 
SANE OF BEAR. eevee ds ass taseeu the 823 820 831 864 955. 
"Trade and Commerce....).770.0.......: (*) 6,200 4,566 4,196 3,497 4,057 

ima (GinineActe.....) Mae nie... <b 1,909 1,918 2,089 27380 2,302 

Mail Subsidies and Steamship Subven- 

Sg a, Ripe eae ie" ert res ae 616 616 800 869 994 
Transport— 

PRCMTANTIS ELA ULODS, sl tty sed 5 otor. cies Slow a bes 388 BH 5 397 402 420 

Gwer ICG Me AAS: | ods bok aes ees 3,386 3, 334 3,593 3,939 4,199 

TINO SOU NICE fas coke hoes cere se wie obs 4,010 4,257 4,504 4,897 4,844 

Rauways and Canals. ..)...........+-b5 3, 694 3, 340 4,090 4, 260 4,374 

Maritime Freight Rates Act.......... 3,935 4,894 5,058 4,733 4,346 

Railway Grade Crossing Fund........ 25 12 17 34 32 
Veterans A ffairs— 

Departmental Administration......... 182 | ° 162 176 195 1,141 

Pensions (War 1914-18 and military)... 40,569 39, 684 38, 998 3953672 40, 004 

War service gratuities and re-establish- 

SGTE DRAGS ee ag oe Cao lene eee — — — 20, 228 ~°%) — 

Treatment and after-care of returned 

soldiers and allowances to dependents 12, 667 12, 689 14, 050 19, 845 28, 531 
Soldier Settlement and Veterans Land 
eS A Se ny | | Gee eee oe 564 567 837 1,391 3,163 
Total ordinary expenditure... 444,778 561, 251 630, 381 767,376 1,061, 845 
CapiTaL EXPENDITURE 

OEE) OS ae? ae eee eee a 4 38 692 630 2,313 
MPR ltGe WV GUA Ath Wl. cos eye es es 3,426 3, 238 1,930 2,534 2,290 
Total Capital Expenditure. . 3,430 Spd 22622 3, 164 4,603 

War AND DeEMoBILIZATION EXPENDITURE 

- National Defence—Army— 

PTA BEV ICES co. wh de cee vee ee > 502,773 1,021,944 | 1,312,348 | 1,243,732 853, 606 

Internment Operations............---- 1,370 1, 556 1,100 1,580 1,014 

Inspection Board of the U.K. and 

(CONN EYG E 20 15 ae Re Bro one eae a 4,876 10, 946 10, 522 8,362 6,124 
U.K. Settlement—War Claims........ — oa aaa mt 71,250 
hg Gigli WS oan | Pee oP eee ae 2,150 3, 344 4,835 8,080 8,474 

511,169 1,037,790 1,328, 805 1,261,754 940, 468 
129,368 210, 182 869, 556 417,099 241,800 


National Defence—Naval Services...... 


(5) See Department of Finance. ; : 

(°) Included under Department of National War Services. 

(7) See Department of Munitions and Supply. . 

(8) Included under Department of Trade and Commerce. 

(*) Includes an amount of $2,615,000 for census of population of Canada. 
(10) See War and Demobilization. 
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY DEPARTMENTS 
FOR THE LAST FIVE FISCAL YEARS—Continued 


(Thousands of Dollars) 


nnn, 
—————————— aa 


WAR AND DEMOBILIZATION EXPENDITURE 
— Continued 


National Defence—Air Services— 
Overseas War Establishment 
Overseas Operations 
Home War Establishment 
Western Hemisphere Operations...:... 
Air Training 
Training Organization 
Repatriation and Demobilization 
U.K. Settlement—War Claims........ 
Restricted Servicing Units 
General Servicing Units 
Surplus Equipment Units 
Headquarters and Commands Admin- 

istration 


be ca fete: shims es 1a) 0: 6) Sg 0 Te" ia “Olle, we ee 1e Laie ten 6! 6 ite re: 


esc ere re eon 
a 


ee 


eee ee ere eee eee eee eee eee ee ® 


enecee 


eee eer er ere or eer eee ee eee ree ee 


Reconstruction and Supply (formerly 
Munitions and Supply) — 
Administration 
Expansion of Industry 
Acquisition of U.K. Assets 
Termination of Contracts 


ey 
ose 60) @ ss) of 6 0 6 © sis % 
#27 @.0. 0 @ 0 2 es 
ce ee oe eee oe ee 
eer ere re eee 


PC eS 


Agriculture— «+ 
Disposal of agricultural products rend- 
ered surplus by the. war 
Subsidy to increase export bacon price 
to secure adequate supplies for the 
OR oR, ed Sr. Ae 
ee on cheese exports to the 


Cie se « Wi 6. (oo leiwillsie & & [ee ele w ew v.@ 16 6, 6 66 & ©, 


er 


B01 (6) apie ee) ete (6)! \e.'e,.9: ‘whe: ete w «10 ee, 16 16 eel © 


grains 
Payment to increase the income of 
farmers in the spring wheat area of 
Western Canada 


ote ee! vitene see tens) ‘sir6 6) 8) te) 6 hi 6 


EC RO + 6 ew Chel ele wee a ee + 0 OR 6 6 0 4 86 


Subsidy on western wheat used ex- 

clusively as feed for live-stock....... 
Subsidy on milk and milk products.... 
Premium on hog carcasses suitable for 

Sxportsto MUKA Sie ee cee 
To provide for reserve stocks of feed 

PPaliss”. h Sethaten.c. sca OO Ree 
Simidry scree eer ee ea 
Finance— 

Comptroller of the Treasury... 

Payment of premiums on the purchase 
of Dominion of Canada Registered 
BLOCK... :  pseeiictt cs ere ewes eke 

Wartime Prices and Trade Board— 
Adunvinistration. 40.) See ty 
Subsidies due to application of Order 

placing a ceiling over all prices..... 

Advances for payment of drawback 
claims to millers and other manu- 
facturers of wheat products.......... 

Advances to the Canadian Wheat Board 
to cover deficits in certain Board 


sere eee eee eee oer eoeeeeereeee 


eecoce eer ee ees 


Estimated 
1941-42 1942-43 1943-44 1944-45 1945-46 
$ $ $ $ $ 
13)333 23, 666 383, 888 759,070 — 
— — — — 142, 539 
109, 820 226, 550 312, 761 227, 942 — 
— — — — 93,215 
247, 383 366, 897 233, 893 272, 342 — 
— — 60, 669 
— — —_ — 72/153 
— — —_ — 82,815 
— — — — 39, 539 
— — — _- 14, 896 
— — — aa 815 
— — — — 17,871 
113 122 124 103 96 
870,649 617, 235 930, 666 1, 259, 457 524,608 
4,930 9,457 9, 957 8,841 6, 900 
247,761 469, 675 672, 804 205,039 106, 000 
— 200, 000 5,000 1, 964 — 
— — a — 145,000 
1, 125 2,091 2,640 2,932 2,382 
— — — — 3,133 
258, 816 681, 228 690, 401 218,776 263,416 
2,260 2,901 1,876 1,194 355 
2 #281 — — — — 
1, 784 ar ie eget nae . 
3,972 10,318 17,754 15, 943 17,316 
16, 299 2,678 19 2 1 
— 1,036 903 350 713 
— 836 4,500 7,471 7,863 
me — 29,505 42, 330 41,659 
a — 3,855 14, 091 9,573 
— — 1, 292 715 1,277 
791 2'914 4,589 5,958 4,221 
27, 887 19,980 64, 293 88,054 82,978 
3, 866 6, 493 8,404 9,216 9,373 
8,100 126 13 14 12 
1,437 9,278 13,705 12, 720 14,761 
3, 242 67,715 81,519 107, 338 97,850 
— gly — 20,500 19, 700 14,750 
— —— — 13,058 
— —_ 841 4,053 1,787 


(1) See Department of Trade and Commerce. 
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY DEPARTMENTS 
FOR THE LAST FIVE FISCAL YEARS—Continued 


(Thousands of Dollars) 


Estimated 
1941-42 1942-43 1943-44 1944-45 1945-46 
$ $ $ $ $ 
Wark AND DEMOBILIZATION EXPENDITURE 
—Continued 
Finance—Concluded 
Old Age Pensions, increased benefits. . — — 3,062 8,788 (2) — 
Halifax V-E Day disorders and explo- 
sion— 
Pigeons 01 CAINE...) .. 2.0600 e ae. — — — ae 4,611 
Expenses of investigations........... -— — — sede 260 
RE UN is oes kus gece bsgh sos ts018 96, 8 Be RE 80 1,051 417 1, 632 955 
16,725 84, 663 128, 461 176,619 144,359 
Labour— 
innastrial trainibes cee ters) sen tach es 4,569 4,360 3,478 1,617 701 
Training aircraft mechanics........... 1,489 2,019 1,378 BOO 3 
National Selective Service program... _ 4,737 9,346 11, 098 11,319 
Removal of enemy aliens from pro- 
Siti MIRA ind sce oy is wie — 4,328 2,545 27137 2,114 
Vocational training for discharged 
members of the Canadian Armed 
Pra ay Sis ooo os 2a vi See cecdes 3 22 167 602 4,357 
te Ne A a err es 493 1,361 2,724 3, 877 4,413 
6,564 16,827 19,638 19,664 22,907 
Mines and Resources— 
Prince Rupert—Terrace—Cedarvale 
TAL eRWAG rac. «bide eR DES cawardele 10 2,965 5,750 2,499 8 
Employment of Japanese.............. 71 1, 686 894 511 262 
BUM e nese? Joc Yee ga ote AERTS 678 1,626 2,761 2,804 3, 205 
759 6,277 9,408 5,814 8,476 
National War Services— 
War charities—Auxiliary services...... 11% 6,499 10,910 15, 933 13, 062 
Wational Film Boards: hp. Fe .. 10 122 1,220 1,341 (12) — 
eneprehip. Srl ees het... 5 128s eas soe 22 1,070 1,727 1,856 846 
LLC Ceram Rpeaigspenartt ore sarap maar easy 2,011 954 1,330 6, 852 338 
8,218 8,645 15, 187 25, 982 14,246 
National Health and Welfare— 
Old Age Pensions, increased benefits. . — — (3) — 13) — 9,103 
National Film Board.............++6- *) — “ — (4) «= (4) — 1,403 
Canadian Information Service 
(formerly Wartime Information 
Bone ee sg hes veel wal _— 1,474 759 1,700 1,229 
oT ree igs ROR OL? fe a eee (15) — (5) — (15) — 1,340 745 
a 147 759 3,040 12, 480 
Bablte Works. Cet Se oe PE th ce nels - 4,497 6,880 6, 467 6,500 6.231 
Royal Canadian Mounted Police........ 3,001 3, 870 4, 267 8,709 4,776 
Trade and Commerce— 
Gift of wheat to Greece. ......5......-- — 3,835 8,798 6,749 _— 
Canadian Wheat Board— 
Advances for payment of drawback 
claims to millers and other manu- 
facturers of wheat products........ — #,000 1) . (8). (Apa oe) Alea 
Special administration expenses...... — = — — 963 
Canada’s contribution to UNRRA..... _— — — (is) — (18) 104, 830 
co) a ere anes | rye cree oct I 80 529 745 670 808 
80 7, 864 9,548 7,419 106,601 
RGMMERINE 20d. ln ahs a testes Hee eee es 6,228 5,762 9,941 16,077 14,692 
Acquisition of Airfields and Works 
from United States Government..... ad — 66,600 18,661 — 
Veterans Affairs— 
Treatment—Defence Forces..........-- — —_ — 11,449 26,380 
Pensions— Defence Forces...........-- a _ —_ 11, 939 22,213 


(12) See National Health and Welfare. 
(183) See Department of Finance. 
(14) See National War Services. 


(15) Included in Pensions and National Health. 


(16) Additional amounts contributed to UNRRA 
by the Department of External Affairs is listed in this table u 
$11,093,000 and in 1945-46, $38,022,000, expended by the Mutual Aid Board, 


Appropriation (United Nations Mutual Aid) Acts.” 


are included as follows: in 1943-44, $55,500 expended 
nder ‘‘Other Departments’’; in 1944-45, 
are listed under ‘*The War 
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY DEPARTMENTS 


FOR THE LAST FIVE FISCAL YEARS—Continued 


WAR AND DEMOBILIZATION EXPENDITURE 
—Concluded 


Veterans Affairs—Concluded 

Additions, alterations and improve- 
ments to departmental hospitals, 
including land purchases............. 

Post-discharge re-establishment— 
rehabilitation benefits............... 

War service gratuities and re-establish- 
HeOny Creu Ms, BEI. ..d ay ee o> ten 


Pensions and National Health— 
Treatment— Defence Forces........... 


Canadian Mutual Aid Board— 
WMirrtary Reliehig?, .... :. 86a ftbss socio 
1G aaa feN Rei eis Re Mec ieian RA Seis Beye oe 


ACU LOA Dies Aree nies ena anes a hers 
The War Appropriation (United Nations 
Martual. ArjuActs. cht Ot. nok 


Total War Expenditure;......1.; 


SPECIAL EXPENDITURE 
Agricultural and Relief Projects......... 


Western Drought Area Relief— 

Prairie Farm Assistance Act, 1939— 
AGIMINIStrablOne.. sa. toe ee oe 
Advances to Prairie Farm Emer- 

gency Puad 47...) Nee ce oe 

Wheat acreage reduction plan— 
NOMINIStra vious. eee nee 
Payments of awards to farmers...... 

Provision of reserve to meet deficits 
resulting from the operations of the 

Canadian Wheat Board not previously 

provided fori. £01. sae EO ee 


Total Special Expenditure....... 


GOVERNMENT OwNED ENTERPRISES 


Losses charged to Consolidated Deficit 
Account— 

Prince Edward Island Car Ferry and 

Terminals 


i 


Total Charged to Consolidated 
Deficit Accounts. .)..7 0s... 


(7) Included in ordinary expenditure 


(Thousands of Dollars) 


NE ——_———_—___ nnn 


1941-42 


1943-44 


Estimated 


1945-46 


i 


4,175 
2,760 
5,027 
296 

2, 062 
14,320 


5, 738 
2,468 


oe 
1,165 
82,759 


7,131 
32,131 
239, 592 
968 
328, 415 


34, 000: 


(18) 725,900 


759,900 


2,724, 249 
1,000, 000 


3, 674, 420 


912, 603 


3,615, 100 


803, 346 


oe ee Fe ae al 


a 


ef 


(8) Excluding amounts for UNRRA listed above and amounts provided from separate Appropriation. 


Acts listed below. 
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY DEPARTMENTS 
FOR THE LAST FIVE FISCAL YEARS—Concluded 


(Thousands of Dollars) 


Estimated 
—- 1941-42 1942-43 1943-44 1944-45 1945-46 
$ $ $ $ $ 
GOVERNMENT OWNED ENTERPRISES— 
Concluded 
Loans and advances non-active— 
National Harbours Board............- 758 657 579 526 560 
Total non-active advances....... 758 657 579 526 560 
Total government-owned enter- ule 
TOME 8 oy sibs ait dao oe = St 1,215 1, 248 1,307 1,358 1,334 
OTHER CHARGES 
Write-down of assets chargeable to Con- 
solidated Deficit Account— 
Reduction of soldier and general land 
gattlemont LOANG 14 «das ours reereres - oe 271 51 553 ben 3 36 
Yearly established losses in seed grain 
and relief accounts—Department of 
Mines and Resources..............-- 58 42 29 36 45 
Cancellation of Canadian Farm Loan 
Puodre apie stort /fe7. es 10 a 5 1 1 
To provide a reserve for possible losses 
on ultimate realization of Active 
PP ee rete ota sso eg 25, 000 25, 000 25,000 25,000 25,000 
Canadian National Railways Securities 
Trust Stock— 
Net changes in Dominion’s equity in 
Canadian National Railways...... 1,576 31,560 37, 838 22,400 22,631 
Toth] other Charges.,......-<..- 26,915 56, 660 63,425 47,762 47,713 


eee” 


Grand total expenditures........ 1,879,988 | 4,377,972 5,322, 254 5, 245, 612 4,691,307 


SUMMARY OF REVENUES AND EXPENDITURES 
(Thousands of Dollars) 


ee eeeeeeooosnhew—na—ww— —EeE ees 


Estimated 
oe 1941-42 1942-43 1943-44 1944-45 1945-46 
pe PALE OS LINE COLE. (CL ee a on Sr en aman manne ote") 1 ae" a 
$ $ $ $ $ 
Ordinary revenues. ..............---00-- 1, 463, 824 2,182,799 2,570,094 2,300, 097 2,363, 047 
Canital rofands: . 420 0020.0...g026- 68. 1,022 102 93 728 375 
Special receipts and other credits........ , 18,612 57,443 194, 831 386, 509 592, 182 
Total fevenucd. tics. 22 Pee. 865: 1,483,458 | 2,240,344} 2,765,018 | 2, 687 , 334 2,955, 604 
Ordinary expenditures.............-.-+-- 444,778 561, 251 630, 381 767,376 1,061, 845 
Capital expenditures.......-..-.++-+++++- 3,430 3,276 2,622 3, 164 4,603 
War expenditures. ...........4----++-55- 1,339,674 | 3,724,249 | 4,587,023 | 4,418, 446 3,558, 454 
Special expenditures..........-..+-++++- 63,976 31, 288 37,496 7,506 17,358 
Government Owned Enterprises......... 1; 215 1,248 1,307 1,358 1,334 
Other chanedss,...s.c0. «qd 2- tuae nye bie? > 26,915 56, 660 63,425 47,762 47,713 
Total expenditures............-- 1,879,988 | 4,377,972 | 5,322,254 | 5,245,612 4,691,307 


Total deficit or increase of direct net debt 396,530 | 2,137,628 | 2,557,236 | 2,558,278 1,735,703 


ee eae 
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ANALYSIS OF REVENUES, 1945-46 


3. The grand total of revenues of the Dominion Government for the fiscal 
year ended March 31, 1946, are estimated to amount to $2,955,604,000, repre- 
senting an increase of $268,270,000 from the previous year. Revenue from tax 
sources declined by $99,267,000 from 1944-45, reflecting reductions in tax rates 
made after the end of the war, but increases of $15,217,000 in non-tax revenues 
and of $205,320,000 in special receipts more than offset this reduction. A table 
on page 58 gives a detailed comparison of the actual revenue results with the 
forecast presented in the Budget Speech of October 12, 1945. 


4. Tax revenues again reflected the predominance of direct taxes on incomes 
and profits characteristic of the war years. Of total tax revenue in 1945-46, 
almost 64% arose from direct taxation as compared with 32-6% in 1938-39, 
the last pre-war year. 


5. The amount of reserve established in the fiscal year under review for the 
refundable portion of income and excess profits taxes was $72,500,000, of which 
$5,000,000 was in respect of personal income tax and $67,500,000 in respect of 
the excess profits tax. This has been deducted in arriving at the revenue total 
given above. When added to the reserves previously set aside, this addition 
brings the gross total liability established at March 31, 1946, to $265,000,000 
for refundable personal income tax and $252,000,000 for excess profits tax, or a 
gross total of $517,000,000. After deducting repayments of refundable taxes 
made to March 31, 1946, the net liability as at that date amounted to 
$515,737,000. The distribution of the gross reserves of the two taxes by the 
taxation years to which they relate is now estimated as follows: 


Refundable Refundable 
Taxation Year Personal Excess 
Income Tax | Profits Tax 


$ $ 
ht Yeo rae Oey Ser ay OT ys REO EO SD ONO EGP GI Bee 58, 000, 000 31, 200, 000 
1904S io ca cee cs ee se ces sOnth eee ddd Lee ee eee ee eee eee oe 135, 000, 000 67,500, C00 
EDGE Us oP eek wads coe ORE TM OE AOS, ene 72,000, 000 72,700, 000 
1945. sisacas oxi nwacsu mean’ eas 6 nin + 0 teeny Lg eee eee 70, 500, 000 
LOAGF og oa ss Win ted us COO Bee le Se 5 RN ee eer Rd Gree orate fe Te eee eee ee 10, 100, 000 
Gross “Total .d.44 dsc co's Sale OR ik I on a en etd 265,000,000} 252,000,000 
Less repayments i>; P8700 4. dag Un PEP A ee hc ne es ee aes aon 1, 259, 382 3, 783 
Net ‘Tote cn yi wo te eee Lee ee ee 263, 740, 618 251,996, 217 


*Corporation fiscal years ending in 1946 prior to March 3lst. 
ORDINARY REVENUES 


6. The personal income tax, which yielded $691,586,000, was again the 
largest single source of tax revenue, although yielding $76,169,000 less than 
during the previous year. This decrease reflected the 16% reduction in tax 
effective from October 1, 1945, as provided in the budget of last Fall, and in 
part also the moderate decline in incomes which followed the end of the war. 
The decline due to these causes was, however, partly offset by the recovery of 
family allowance payments from taxpayers through deduction at the source 
which was in effect during nine months of the fiscal year 1945-46. 


Mention has been made previously of the reserves now established for the 
refundable portion of the personal income tax. The additional amount of 
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$5,000,000 set aside in 1945-46 represented an increase in the reserves provided 
previously against the years 1942, 1943 and 1944, when this tax was in effect 
and brings the net total liability at March 31, 1946, to the amount of $263,740,618. 


7. Corporation income tax and the excess profits tax are both levied on 
business profits and may appropriately be discussed together. The yield of the 
corporation income tax revenue amounted to $217,834,000, and revenue from 
the excess profits tax to $494,196,000, giving a combined total of $712,030,000, 
compared with a combined total of $742,209,000 in the previous year. This 
decline reflected principally a moderately lower level of corporation profits in 
1945 and to a minor degree the changes in the excess profits tax introduced in 
the 1945 budget. The nature of these changes was such that their main effect 
will be felt in the fiscal year 1946-47. 


The amount of refundable excess profits tax reserve has been shown pre- 
viously in tabular form by the individual taxation years to which the total 
applies. The liability to pay this tax has been lifted in respect of profits earned 
after January 1, 1946, but must be paid by any company having a fiscal year 
ending after that date on the proportionate part of its profits falling in the 
calendar year 1945. The full final liability for the refundable excess profits 
tax, therefore, has not yet been established as companies having a part of their 
fiscal year falling in the calendar year 1945 will be required during 1946 to pay 
this tax on a part of their profits proportionate to the portion of their fiscal year 
which was included in 1945. 


8. Revenues under the headings ‘‘Taxes on Dividends and Interest’’ and 
“Taxes on Rents and Royalties” are derived from special taxes imposed largely 
on income going to non-residents of Canada under authority of Section 9b of 
the Income War Tax Act. In 1945-46 revenue under these two headings 
amounted in total to $28,310,000, and was derived principally from the 15% tax 
on interest and dividends paid to non-residents. 


9. Succession duties, which have been levied only since 1941 by the Dom- 
inion Government, have shown a gradual increase from year to year since their 
inception. The revenue from this source was $21,448,000 in 1945-46 compared 
with $17,251,000 in 1944-45, $15,020,000 in 1943-44, $13,273,000 in 1942-43 
and $6,957,000 in 1941-42. 


10. Gross revenue from customs duties in 1945-46 amounted to $174,076,000 
compared with gross revenues of $173,730,000 in the previous year, while net 
revenue after deducting refunds and drawbacks amounted to $128,877,000 com- 
pared with $115,091,000 in 1944-45. 


As explained in the Appendix to the 1945 Budget Speech, very substantial 
amounts of customs and excise revenue have been remitted in recent years 
in respect of munitions and war supplies exported from Canada to Allied Govern- 
ments either as cash sales or under the Mutual Aid Acts. These remissions 
reached their peak in the fiscal year 1944-45, and their decline to a lower level 
in 1945-46 accounted almost entirely for the increased net revenue in the latter 
year. In the fiscal year 1946-47 refunds and drawbacks of customs revenue 
will return to a normal level with the cessation of the shipment of war supplies 
abroad. 


11. Excise duties are levied exclusively on alcoholic beverages and tobacco 
products under the Excise Act. Total revenue in the fiscal year 1945-46 
amounted to $186,726,000, an increase of $34,804,000 over the previous year. 
Of this increase alcoholic beverages, due to an increase in consumption following 
the rescinding of the restrictions imposed by the Dominion Government under 
the Wartime Alcoholic Beverages Control Order, contributed $19,142,000, 
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while tobacco products contributed $15,086,000. The extent of the smokers’ 
contribution to the Federal Treasury is indicated by the over-all revenue from 
tobacco products (including the yield of the additional taxes imposed under 
the Special War Revenue Act on tobacco, cigars, cigarettes, cigarette papers 
and tubes, pipes and smokers’ accessories) which amounted in the fiscal year 
1945-46 to over $174,000,000, a sum equal to about 40% of the total tax revenue 
of the government in the last pre-war year, 1938-39. 


12. Under the heading ‘Excise Taxes’’ are included the wide variety of taxes 
on commodities and services levied under the Special War Revenue Act, of 
which the sales tax and the taxes on tobacco products were the largest sources 
of revenue in 1945-46. Gross collections of $610,915,000 were lower by $126,- 
869,000 than during the previous year, due in substantial part to the exemption 
of building materials from sales tax in May, 1945, and the further exemption 
from sales tax of machinery and apparatus and the rescinding of the War Ex- 
change Tax in the budget of October 12, 1945. Refunds of excise taxes declined 
from $194,719,000 in 1944-45 to $114,005,000 in 1945-46, however, due to re- 
duced remissions on munitions of war exported to our Allies, with the result that 
the net revenue declined by only $46,155,000 as compared with the decline in 
gross revenue of $126,869,000. 


The tax sources which showed the largest reductions in 1945-46 and the 
amounts by which revenue was reduced in each case are set forth below:— 


SE (ace Oe) oan eR nr en Enger, Bae, Che cre IO Or cochotes ona tie Qader $ 77,856, 000 
War Exchange Taxs). 2 func ecyin cd yee 2 omer men eRe eT tee eae ee 56, 966, 000 
Bewernges: pws «af peters Seda s ole) <i pe Shee fal bree bets Shea em 6h eed s £ > 2 tages. Be 2,785, 000 
Electric and pas appliances... 06.04: ie Soet meta cres nye Riese «ao ES Dens sini’ 2,785, 000 
Samar ve st Ce ee A 0 Beet hie Hee eae Sea a ee eR Seen een Se 1, 769, 000 


Curtailment of available supplies of sugar accounted for the decline in the 
sugar tax and the tax on beverages. The tax on electric and gas appliances was 
repealed in May, 1945, and was, therefore, not in effect during the greater part 
of the fiscal year. The reason for the reduction in sales tax and War Exchange 
Tax receipts has already been mentioned. 


Tax sources from which increased revenue was derived, and the amounts 
of the increase in each case were:— 
Cigars, cigarettes and tobacco. 0.1.5.4 0.0 bed ue hewmen se x66 45 wees ane eens $ 7,922,000 


Stamps, including taxes on jewellery, chinaware, cabaret attendance, etc... 3,401,000 
Transportation and ‘communications. ..25 .,os0.oikesn scuen dere seks sumer eee aa 2,688, 000 


13. Small amounts of tax revenue are derived from the tax on the note cir- 
culation of the chartered banks, which decreases from year to year with the 
decline in such notes as provided by statute; from taxes on the net premium 
income of insurance companies; from a tax on the export of electric energy from 
Canada; and from a tax on the export of furs from the Northwest Territories. 
Revenue from all these taxes amounted to $8,972,000 in 1945-46. 


14. Non-tax revenues for 1945-46 are estimated at $160,688,000, an increase 
of $15,217,000 over 1944-45. Receipts from the Post Office amounted to 
$68,613,000, an increase of approximately $2,557,000. These receipts exceeded 
the cost of operating the Post Office by about $10,883,000, if we take no account 
on the credit side of the value of services rendered free of charge to other depart- 
ments and on the debit side, of rentals and other costs of premises occupied by 
the Post Office. It will be recalled that postage rates were increased in 1948 
to obtain additional revenue. Return on Investments realized $70,915,000, an 
increase over the previous year of about $10,166,000. The larger items making 
up this total are: interest on advances to Canadian National Railways, $18,400,- 
000; Bank of Canada profits, $22,542,000; interest on loans to Foreign Exchange 
Control Board, $8,155,000; interest on bonds held in Securities Investment 
Account, $9,555,000; interest on loans to National Harbours Board, $3,950,000; 
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interest on loans to Provinces, $2,762,000; interest on loans to Canadian Farm 
Loan Board, $746,000; Soldier Land Settlement loans $588,000; and interest on 
advances to Canadian National Railways for purchase of railway equipment, 
$2,155,000. 


SPECIAL RECEIPTS AND CREDITS 


15. The unrevised total of Special Receipts and Credits for the fiscal year 
1945-46 is $592,557,000 as compared with $387,237,000 for the previous year. 
Of this total, $569,150,000 represents receipts developing from war expenditures 
and consists of Refunds of Previous Years’ War Expenditures, $454,549,000, 
‘i a owe a War Assets, $44,950,000 and Miscellaneous War Revenues, 

,651,000. 


A breakdown of Refunds of Previous Years’ War Expenditures by Depart- 
ments, with details of the larger items, follows: 


Canadian MuitalotidvBoards owled . laudaiie /. sca $ 3,716,000 
Nationa! Pefenee—“Armiy. 20208 O22 SL PL BASO8, § 13 ,888 , 000 
National Defence—Navy............. oe et eee 6 ,660 ,000 


National Defence—Air— 

Proceeds from sales of equipment, material and 
supplies furnished ‘and services rendered, 
$20,101,000; savings on civilian operated air 
training schools, $2,890,000; refunds on con- 
tracts after cost audits and re-negotiation, 
$4,017,000; refunds on joint operations 
R.C.A.F. station at Gander, $926,000; sale of 
surplus and condemned stores, $3,566,000; 
Sn Ties G01 tf UU TUOLAL. one whew den das oe 32,077 ,000 


Reconstructionand Supply—Credit from Munitions Pro- 
duction Allotment Fund representing mainly re- 
turn of working capital advances from pre-financed 
plants, $310,000,000; refunds on contracts in 
connection with cost audits, re-negotiation, and 
voluntary refunds, $12,700,000; amortization of 
Government capital on War Supplies Limited 
contracts, $55,000,000; amount transferred from 
suspense upon liquidation of Government equity 
in plant of Sorel Industries, Ltd., $10,000,000; 


Sumetics $5,057,000 —total i ee 393 ,053 ,000 
SUDULTEDN ge gol gD GRLEC 180. pies OS Slee EAE Gare Si eee DERE 5,155,000 
re RT a tie he ay corwe ae $ 454,549 ,000 


It should be noted that most of these refunds of previous years’ wat expendi- 
tures are made out of current war expenditures of other Departments, and that 
consequently the bulk of these transactions are merely bookkeeping changes and 
not actual refunds of expenditures. There are offsetting items in the expendi- 
ture accounts corresponding to most of the refunds listed above. 


In connection with the amount of $44,950,000 realized during the year 
through the disposal of surplus war assets, it might be mentioned that it does not 
include residual cash balances or value of inventories in the hands of War Assets 
Corporation as at March 31, 1946. 


The larger amounts making up the total of Miscellaneous War Revenues, 
$69,651,000, are from the Departments of National Defence—Army, Navy and 
Air Services, $3,646,000; Reconstruction and Supply, $62,100,000; Transport, 
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$2,030,000; and sundry, $1,875,000. Included in the total for Reconstruction 
and Supply is the sum of $50,000,000 derived from the operation of Park Steam- 
ships Limited. 


The remaining large item of Special Receipts and Credits is the sum of 
$22 631,000 which represents the net result of the change in the Government’s 
equity in the Canadian National Railways for the calendar year 1945. This 
arises from the Government being the owner of the Railway Company at a time 
when the latter is using its surplus earnings to reduce its debts. The surplus 
earnings of the Railway Company, amounting to $24,756,000, were paid to the 
Government and show up in the accounts as a repayment of active advances 
(see paragraph 36 on page 78). This reduction of debt increases the net book 
value of the Government’s investment in the Railway Company by a corre- 
sponding amount. It is offset, in part, by a book loss on capital abandonments 
of $2,125,000. The remainder, $92,631,000, is the net increase in the book 
valuation of the Canadian National Railway’s Securities Trust capital stock. 
This is carried on the books as an inactive asset, and the increase in it is shown 
here as a special receipt. It is offset, however, by a contra item of the same 
amount on the expenditure side, appearing under the heading ‘‘Other Charges.” 


16. The table which follows gives a summary of the forecast made at the 
time of the last budget of the probable receipts from the various sources of 
revenue during the fiscal year 1945-46, and a comparison of these forecasts with 
receipts for the fiscal year. 


DETAILED STATEMENT OF BUDGET Ae apt aree mae WITH ACTUAL REVENUE 
FOR 19 


nnn Tian Tin 


Increase (+) 
r 


fo) 
d f 2 ae 
2 ae get Steal decrease ( ) 
ource of Revenue orecast ovonie in revenue 
of Revenue as compared 


with budget 
forecast 


oe 


Tax REVENUES (thousands of dollars) 


Customs Dutiés....0. 0. .: .edegs b> Gaeew ae are eter «eee eae 120, 000 128,877 + 8,877 
Byeise Duties: 0 eer ec be 6 dis oe Dai micue ie ee er 175, 000 186, 726 + 11,726 
Excise Taxes: | 
Salas: Pax: (net) sitie.ictis clea vie wise caress 4 a6 ole canrelwie sue ranma 210, 000 212, 248 + 2,248 
War Exchapse Pax. 0 isin seas cetue sce ee we nae ae 45,000 41,198 — 3,802 
Other Excise: Waxess cies cas se < ein ove eleeves sortie yp svstensner oe 250, 000 243, 464 — 6,536 
Total Heise Taxes... foci us i eseonee -oneaenee s 505, 000 496,910 — 8,090 
Income Taxes: 
Tax on personal incomeS............eeeeeecseeeeeeeeeeeee 680, 000 691, 586 + 11,586 
Corporate Income Tax and Excess Profits Tax........-- 693, 000 712,030 + 19,030 
Interesteand: Drvidends ss eee tec ee cere ele sec suere ele sasha aris 29, 000 28,310 _ 690 
Total Incomer Baxes. ocd ciihacinsnsinn ae eis Beers cee 1, 402, 000 1,431, 926 + 29,926 
Succession Baties ys Sai a AS ta ee se 20, 000 21, 448 + 1,448 
Miscellaneous Taxes; jist Be ae clits eds topes eieteiats aietn< eye 8, 000 8,972 aa 972 
Total Tax Reventess o 6. icc keene hae ewe Rhee 2, 230, 000 2,274, 859 + 44,859 
Non ax Revenues. ox seer cee se ele aiste ase see <aleniety cosas 150, 000 160, 688 + 10,688 
Total i. ssj0 tide «orm 2 comme he cadens cms ae > tee ner ing st pat 2,380, 000 2,435, 547 + 55,547 
Special Receipts and Credits.......... rs Seem ea eN CaN y 100, 000 §92, 557 + 492,557 
rd Blow red Wd BYeni@ennnd (ekeeese Rp Uran pak rl Ri es Reece Se AEE Geet heen eine RES iC 2,480, 000 3,028, 104 + 548, 104 
eas Hetuntlable Taxes 30 0 03 te See LO nine at 65, 000 72, 500 — 7,500 
Prat. F tar eve oe. eer ee eae ak eo aks nas ea ee 2,415,000 2,955, 604 + 540, 604 
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ANALYSIS OF EXPENDITURES, 1945-46 


17. Expenditures are dealt with under the usual classifications of Ordinary, 
Capital, War and Demobilization, Special, Government owned Enterprises and 
Other Charges. All disbursements under these categories with the exception 
of active loans and investments charged to War Appropriations are included 
as expenditures in arriving at the over-all deficit or increase in the net debt. 


ORDINARY EXPENDITURES 


18. Ordinary expenditures are estimated at $1,061,845,000 compared with 
$767,376,000 in the previous fiscal year, an increase of $294,469,000. The 
largest increase was in the payments of family allowances which reached a 
total of $172,632,000 in 1945-46—the first year in which such payments were 
made. Other estimated increases over 1944-45 are as follows: 


Increased interest and public debt charges.............. $ 97,438 ,000 


Increased compensation (!) paid to provinces under War- 
time Tax Agreements for vacating income and cor- 
poration tax fields $11,366,000, less reduction of 
$6,648,000 under guarantee of gasoline tax revenues. 4,718,000 


Increase in Chief Electoral Officer’s expenditure due to 


DAE ONLOD ge Sets sue ne he pS Peek aia earn d 2,910 , 000 
Toercnpe in Yost Office expenditures. 0c... - - sae ess ne 3,101,000 
Increase in Public Works expenditures................. 3,094,000 
Increase in cost of treatment and after-care of returned 

BORQICTR wose wet 8653.04 het bee Cl ee 8 ,686 ,000 


Other increases as well as decreases effected during the year are revealed in 
the five-year table. 


It might be noted that of the aggregate estimated ordinary expenditures 
during 1945-46 of $1,061,845,000, the larger contractual and uncontrollable 
items total $887,143,000 or 83-5% of the total. These items are: interest and 
other charges on the public debt, subsidies and payments to provinces under 
the Dominion-Provincial taxation agreements, family allowances, Premium 
Discount and Exchange, unemployment insurance, post office and pensions. 


CAPITAL EXPENDITURES 


19. Estimated capital expenditures totalled $4,603,000 in the fiscal year 
ended March 31, 1946, compared with $3,164,000 in the previous fiscal year. 
The main items are costs of dredging the St. Lawrence Ship Channel, improve- 
ments in connection with civil airways and airports and the construction of the 
new Prince Edward Island car ferry. 


WAR AND DEMOBILIZATION EXPENDITURES 


20. Under the authority of the War Expenditure and Demobilization Acts 
and the War Appropriation (United Nations Mutual Aid) Acts an estimated 
amount of $3,570,666,000 was disbursed. Of this amount $12,212,000 was for 
loans, advances and investments treated as active assets, and the remainder, 


(1) An amendment of the agreement with the province of Alberta as authorized at the last session of 
Parliament resulted in an increased payment to Alberta of $11,394,000. 
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$3,558,454,000, was classed as war and demobilization expenditures. The 

following table gives the corresponding figures for each fiscal year from the 

beginning of the war. 

pe ).0_0_0_0_0_——F>.,— OT —— 
Charged to 


. War 
Fiscal Year Active Assets | Expenditures Total 
$ $ $ 
AGRO AO or Fee ae alga me lacecks o wisie «Oh oe ae ene 9,092,742 118, 291, 022 127 , 383, 764 
TOA EA re er, ee or cum caine tereie clereo eneteorerei ete my neraenereteics 26,379, 066 752, 045, 326 778,424, 392 
TOE AAD se Ne eek a ie ea cide elec aoe chekented vonmuens Retonens tonereeeir tres 42,816, 676 1,339, 674, 152 1,382, 490, 828 
POQD AS he el, els oo neg Vises aa lee clause coe eg a eonoereneee 65,231,622 | 3,724, 248,890 3, 789, 480, 512 
ROSIE ee Re phe wid ih A es so i a eee 91,906,305 | 4,587,023, 094 4,678,929, 399 
TOA ee ee Ae rte tel cher ctaerenttare jeate: oa aterm one 35, 238, 956 4,418, 446, 315 4,453, 685,271 
1945-46 (estimated)... 02. .60. fives eee e eed eens cet eles 12,212,000 | 3,558,454, 000 3, 570, 666, 000 


282,877,367 | 18,498, 182,799 | 18,781,060, 166 


I eS ES 


21. The following table gives a summary of disbursements from the War 
Appropriation Acts, War Expenditure Demobilization Appropriation Acts, and 
other Acts authorizing expenditure for war purposes, classified by Departments 
administering the expenditures and segregating disbursements resulting in 
active assets. 


EstTiIMATED WAR AND DEMOBILIZATION EXPENDITURES, 1945-46 


Department of National Defence—Army Services........... $ 940 , 468 ,000 
- = Naval Services... wer 4+ 5 « 241 ,800 ,000 
Ke “3 WT COUVICGS ee 524 ,608 , 000 
Department. of Reconstruction and Supply...........-...-- 263 ,415 ,000 
Miscellaneous Departments— 
Apricultures (0 <2. elese ose <p ose Shee hey as ee 82,978 ,000 
Auditor General's, Olicés. 2:4 25 5 eee 267 ,000 
Canadian Mutual Aid Board (including Mutual Aid 
Appropriations) J0)G02.. 39076 Sa AIR GES AOE 843 ,942 ,000 
Civil Service: Coniniission .. 22009, 2 aS ee We Veyre 641 ,000 
External Affairs, including Prime Minister’s Office...... 432 ,000 
FP TTBTICE eee ee eee Rn ee ee eee ei nee ae 144 ,359 ,000 
Pishterieg.. howe le hs Pind ree Gee ee a 248 ,000 
PUBLIC Ek TRG cesses sod ow Ge in cere 19 ,000 
Da bourse Se ae eee ee 22 ,907 ,000 
Mines’snd* Resources «5... & 2 cee ee ee ee 3,475,000 
National Harbours iBoardhaliaing . soustibeteaxe . Letiaee -§ 318 ,000 
National: HealthsandeWellarée.! £2 £46, Sais aiog tek 2. 12,480 ,000 
NationalbRevenue. gett 04. 25. Se BO. nO Fs 975 ,000 
National War Services’: ut, POS Cee ey Ue ae. Se 14 , 246 ,000 
Post. Oiice oss {ia ee cedibee 2 tia i eee 185 ,000 
Brisvey oun Ge, oe nick fee ee 42,000 
Pulblic: Works hs ale Nan re 6,231,000 
Royal Canadian Mounted Police ....< 4.050... aes os 4,776 ,000 


Secretary ol State. 4 centro aoll: ade le eee e 34,000 
Trade and Commerce (including UNRRA Contributions) 106 ,601 ,000 
braneponts 262 tvs. eit. 1)... becuse ame eG 14,592,000 
Veterans Affairs (Gncluding War Service Grants Act)..... 328 ,415 ,000 


Total estimated War and Demobilization Expenditures..... $ 3,558 ,454,000 
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Active ASSETS 


Purchase of railway equipment—1945 Orders.............-. $ 11,399 ,000 


Construction of dock and rail facilities for Steep Rock Iron 
Pate Wanted) on... - Ate Ba Be ee ye 778 ,000 


Loan to Village of Dawson Creek for construction of a sewage 
Mey tet nt Ps ON eee ee eee 35 , 900 


Total estimated active loans, advances and investments from 
the War Expenditure and Demobilization Appropriations, 
Pee te ee ge wails. baad ae oe $ 12,212,000 


Total estimated disbursements from the War and Demobili- 
zation Appropriations, 1945-46. ............--e eee eeee $ 3,570,666 ,000 


22. The table in the preceding section does not include recoverable outlays 
made under the provisions of section 3 of the War Appropriation Acts which are 
classed as active assets rather than expenditure. Under this section, the Govern- 
ment of Canada may act as the agent of an allied government for any purpose 
which will aid directly or indirectly in the prosecution of the war and any obliga- 
tions or costs incurred temporarily or assumed may be paid out of unappro- 
priated moneys in the Consolidated Revenue Fund. Furthermore, any expend- 
iture required to be made by the Government under any contract for war supplies 
entered into for the purpose of enabling ‘any company wholly owned by the 
Government to fulfil its obligations in respect of orders received by such company 
from an allied government may also be paid out of unappropriated moneys. 


93. The principal items of War Expenditure for the fiscal year ended 
March 31, 1946, and the four preceding fiscal years are detailed on pages 49 to 
52. The expenditures for 1945-46 include both War and Demobilization costs 
and while there were substantial reductions in actual war costs, these reductions 
were offset in a measure by new items of expenditure more closely associated 
with demobilization. The net reduction last year over 1944-45 amounted to 
$859,992,000. Some of the larger reductions are accounted for by: National 
Defence, Army $321,286,000; National Defence, Naval Services $175,299,000; 
National Defence, Air Services, $734,849,000; Agriculture, $5,076,000; Finance 
$32,160,000; National War Services, $11,736,000. Some of the services showing 
increases are: Reconstruction and Supply, $44,639,000; National Health and 
Welfare, $9,440,000; Trade and Commerce—Canada’s contribution to UNRRA 
$131,759,000 (including that under Mutual Aid) and Veterans Affairs, 
$295,656,000 including increases of $219 364,000 in War Service Gratuities and 
Re-establishment credits and $29,663,000 in Post Discharge Rehabilitation 
Benefits. Not including the amounts paid to UN RRA from the War Appro- 
priation (United Nations Mutual Aid) Acts, the amount expended for Mutual 
Aid was $771,920,000 compared with $792,253,000 in the previous year. Details 
ef War and Demobilization Expenditure by departments and services for 1945-46 
follow: 
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EstiMATED WAR AND DEMOBILIZATION EXPENDITURES BY DEPARTMENTS AND 
SeRvICES—FIscaL YEAR 1945-46 


Agnculture— 

Agricultural Supplies Board— ~ 
AdMiistratione tee. ee $ 24 ,000 
Programmes to encourage 

production of essential war 

SUD DIOS 230 nr aed 568 , 000 
Assistance in disposal of agri- 

cultural products rendered 


surplus by the war. ..... 355 ,000 
Feeds administrator  ..... 26 , 494 , 000 
Flax fibre administrator...... 20 ,000 
Fertilizers and pestie*des 
SCM DIStPAbON, 4.4 ..k gue 727 ,000 
Seeds administrator ...... 105 ,000 
are et ky arn WN) 
Meat! Boardise: aiciees. on aoe 9 ,721 ,000 
Dairy Products Board... ie 16 ,000 
Special Products Board.. 197 ,000 
Agricultural Food Board. tte 44,750,000 
Special farm income payments. 1,000 
54,685 ,000 
Se a oa 
Auditor General's Office— 
Auditing and checking war appropriation 
ACCGUIELSE aca ach sakes Ne a ON Mer at era : 267 ,000 
Canadian Mutual Aid Board— 
Military Relieivsal). ott ine) 0B Ra, 34 ,000 ,000 
Mutual Aid: 
Contributions to UNRRA 
(See also below Trade and 
COMMerCel ie. .ccnt seein Oe 38 , 022,000 
General—Ex UNRRA (see 
details in paragraph 24).... 771,920,000 
—_____—_—_—*8(9 ,942 ,000 
———— 843,942,000 
Civil Service Commisston— 
Supply of personnel for war services........ 631 ,000 
Payment of minimum rate railway fare re ste- 
nographers. and typists 2.0. 090. Sa8 vet be le 10,000 
———__—__—— 641 ,000 


Eaternal Affairs including Prime Minister’ s O ffice— 
Departmental Administration and Passport 


Ofheesjnivies Lenaatnideitieesh ok scat ies 96 ,000 
Representation abroad... 56 ,000 
Legation building and residence, ‘Chunking, 

China. 2s nn pene Ae ee 11,000 


* Includes $84,042,000 charged under Mutual Aid Acts, 
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External Affairs including Prime Minister’s Office— 
Concluded 


San Francisco Conference...............-.- $ 
ne yg hy ta ee 
Canadian Representatives at meeting of 
raw? os ek ho cee . beoutarl seth 
Finance— 


Payment of premium on purchase of Dominion 
of Canada,regiatered stock............... 
Comptroller of Treasury’s Office............ 
Wartime Prices and Trade Board— 
Ae ot htt a ay oor 
Canadian Wool Board Ltdvoiv ys... 
Commodity Prices Stabilization Corpor- 
ation— 
Administration and Subsidies........... 
Payments to millers and manufacturers of 
WEA DIO UuC IST e  . Pes ee 
Dominion-Provincial Conference............ 
Conversion of large dwellings into multiple 
GUGM Ute Uencc sd cau ck Rested eae ee 
Administration of Employees Instalment 
Purchase Plan, Victory Loans............ 
Royal Commission on Co-operatives........ 
Assistance in operation of old Vancouver 
Pi eee ee es elke dere he ae 
Payment of claims re V-E Day disorders at 
Halifax and explosion at the Naval Maga- 
mine Dartmouth N 8.7 os A ee 
Investigation Expenses re the above claims. . 
Crees OI. EL EN a ee as 


Fisheries— 
Subsides for the construction of packer-seiner 
Peessteey A a Re DAUR eS + cee 
Subsidies for the construction of dragger 
TeReed ete RS oc. ss stint -eniteval 
Construction of fishermen’s floats, Prince 
Wirinet Wen BEd. ta ees aes He be pes 
Construction, etc., of experimental long line 
Veet TD AUER MOY Aa Sri fans 
Expenses re supply of frozen fish for British 
Ministry of Food... . . ost - ts - sem tigen ee 
Bonus to crews of fisheries vessels in war 
ecnea aod ae inostise wteedcreciees eh pes om 
Compensation for war damage to fishing boats 
And igeariis anid duns terdenotianditereco- 
Salt Fish Regulations—Administration.... 
Canned Fish Regulations—Administration. . 


J ustice— | 
War Mensures Act... ..... 29786 . TARE. caanh 
Expenses re enquiry into Halifax disorders. . .. 
Prize Courtansd soon: SIS ARNe TEA 
Sundries, ..00. C00, .... donee, Ao noGs o. 


118 ,000 
91,000 


60 ,000 
$ 


12,000 
9 373,000 


14,761,000 
447 000 
97,850,000 


14,750,000 
120,000 


1,787 ,000 


235 ,000 
97 ,000 


20 ,000 
4,611,000 


260 ,000 
36 ,000 


432,000 


144 ,359 ,000 


248 ,000 


19.000 


i ene ER Ne a AS A EE I AL I 


Labour— 
Industrial training for war work........... $ 701 ,000 
Training of young men for aircraft manu- 

facturing Vere AY ...... x careee sae ee haaas 3 ,000 
War emergency training—Administration... 67 ,000 
Vocational training for discharged members 

of the Canadian Armed forces...°........ 4 ,357 ,000 
National War babour Bboatd 2 2 435 , 000 
Wartime Labour Relations Board— 

AO WISEL ALLO Dida ek eek Vee oe ee 96 ,000 
Western War Labour Board— 

Administration anc $e: «cc <>. 200) ee 12 ,000 
Wartime Bureau of technical personnel...... 147 ,000 
Personnel Management training............ 3,000 
National Selective Service Pro- 

gramme— 

Labour Supply Administra- 

{iON . « - Oe ee A ee $ 764 ,000 

Mobilization Division........ 815 ,000 

Manpower statistics units. .. 137 ,000 

Expenses of work done by Un- 

employment Insurance 
Conmissienane. <2 5. 9 ,290 ,000 

National Registration— 

Administration. 1. “aun 313 ,000 
—_—_—_—_—— 11,319,000 
Co-ordination of shiploading and unloading 

operations at Halifax ..csstf-bepe ade 4 100 ,000 
Stabilization of longshore labour, Halifax... 362 ,000 
Universities—Accelerating courses and loans 

to studenten. sc.) ae ee ee 60 ,000 
General labour transference in war industries 

SG, SECICU LIES «2h? gael ener ee tei 613 ,000 
Harvest assistance to Provinces............. 425 ,000 
Japanese Division:.....0 iy 5 Abas. s.r we esee es 2,114,000 
Deportationof Japanese.7eree eee 7,000 
Japanese Wood Projects—Revolving Fund. . 37 ,000 
Organization and operation of day nurseries, 

OG mey ol ae Peo Ge ee ee 427 ,000 
Army Labour Account—Revolving Fund.... 72,000 
Compulsory transfer of ex-coal mine workers 

back to-coal industry... ++ 2 = eee eee 32 ,000 
Transportation expenses of members of the 

armed forces for harvest leave............ 122 ,000 
Assistance to Provinces in transporting 

labourers stostarmsa)2 . A Sere ee 305 ,000 
Industrial Production Co-operation Board— 

Administrauion® o... 6. 20 eee 108 , 000 
Industrial Selection and Release Board and 

Committees—Administration............. 252 ,000 
Vocational Training Co-ordination Act— 

Payments to the Provinces under agree- 

ments— 

Training and retraining former war workers 2,000 
Dominion assistance to vocational schools 608 , 000 


Educational film programmes.............. 37,000 
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Labour—Concluded 
Commission of Enquiry re crediting dis- 
charged members of the Armed Forces 
with trades, technical training or experience 


gained while in EP ontes Mhe FIPS SAS 3 $ 


ot SE RES ee ee Oe ner 


Mines and Resources— 


Mines and Geology— 
Development.ot tar sands). ..csncc en. deca’ 
Re NBL ei sey oes a Ue aod ple Sian’ + 
Strategic minerals—exploration and de- 
STAT S| en ae ae 
[GRIT Py se ale in ee ne, ene” eae ‘ 
New Metallurgical Laboratory............ 
Investigation of radio active ores........ 
Explosives Division—Administration of re- 
gulations re explosives... 
Metallic Minerals Division—Services to war 
NT Nea OE as Blt ones Aru masind arth > % «04 
FUE AVA DIADRING.. Dd acnn.-cMae tue ligset 
IER Na ae Oe Oe en Sn 


287 ,000 
130 ,000 


8 ,000 
572,000 
309 ,000 

17 ,000 


30 ,000 
272,000 


77,000 
5,000 


1,707 ,000 


Lands, Parks and Forests— 
National Parks Bureau—Alternative service 
PORE RTININE he, Gyhcin eT, 5, Renate. +o 
Dominion Forest Service— 
Alternative service work camps......... 
Internment and prisoner of war operations 
Posi-wangianning ............ 2) ama ed 
Forest Products Laboratories........... 
Bureau of Northwest Territories and Yukon 
Affairs— 
Survey of office accommodation— White 
POTHIER uations Paowebe tanec Bartitie 
Land Registry— 
Alaska Highway, legal services, etc..... 


250 ,000 
64 ,000 
28 ,000 


29 ,000 
50 ,000 


2,000 
37 ,000 


460 ,000 


Surveys and Engineering Branch—Administra- 
tion—Post-war planning............... 
Engineering and Construction Service— 
Prince Rupert—Cedarvale Highway...... 
Employment of persons of the Japanese 
race and Japanese nationals.......... 
Post-war lanping.... .aael } 10 ode 
Geodetic Service— 
Posie eeAORINe . 6 o> eo oer ge rede pede 
Expenses of Engineers—Alaska Highway 
Legal Surveys and Map Service— 
Pee Were Lc ow hen es 


1,000 
8 ,000 


262 ,000 
135 ,000 


158 ,000 
12 ,000 


61,000 


~ 22,907 ,000 


Mines and Resvurces—Concluded 


Legal Survey of Alaska Highway.......--- 4 16,000 
Air Navigation MapS........e- es eeeee eee 49 ,000 
Dominion Observatory—Ottawa-— 

Post-wariplanming oe. fore 2 sae 14,000 
Hydrographic Service— 

Post-war planning =)... 0. ee. «ee ee 11,000 

War Risk Zone BONUS Ys a 2% a eee 3 ,000 
Dominion Water and Power Bureau— 

Post-war planning ... ....5.0..-0-- ees 15,000 

745 , 000 
Immigration— 

Canadian interests.abroads .5...5 00) ee 429 ,000 

Grants to National Advisory Committee for 
children irom OVCISC0S ea... ees 30,000 
British evacueé children... 72... gists 49 ,000 

Medical inspection of dependents of mem- 
bers of the Canadian Armed Forces, etc. 49 , 000 
Oa ITCLRICS ck er tatee dw eee 2a ee ee 6 ,000 
563 , 000 

National Defence—Army Services— 

Departmental administration.............-. 1,360 , 000 
Dependents’ Allowance Board.............- 707 , 000 
Dependents’ Supplementary Grants Fund.... 4,911 ,000 
PNTEIVY oles agin teas oe es 853 , 606 , 000 

Army—United Kingdom Settlement—War 

CAINS <a ee Ne aU ee hh er has 71,250 , 000 
Internment: Operations... a Moecsesd 1,014,000 
Inspection Board—United Kingdom and Can- 

EG (2 ee Aes Scie eS Rare rcg Anata dim ge ee 6 , 124,000 
Imperial War Graves Commission.........- 54 ,000 
Chemical Warfare Experimental Station..... 1 , 254 ,000 
Northwest Highway Systemeee te fees. 188 , 000 

National Defence—Naval Services— 
Wawys fsa SURE Me. c: 1o a ee ee reaeee 241,134,000 
Royal Canadian nea Cadets (oy 666 , 000 

Nattonal Defence—Air Services— 
Departmental Administration. ©... .°........ 96 ,000 
Western Hemisphere Operations............ 93 , 215 ,000 
Tramine Oreanizetion-— Ait 20 eee 60 ,669 ,000 
General service rw We 2 ar ee ee es 14 ,896 , 000 
Overseas Operation. ot ae oe ee 142 ,539 ,000 
United Kingdom Settlement—War Claims... 82,815,000 
Repatriation and Demobilization........... 72,153 ,000 
Surplus Ho@isment. Units5 04 6% be ec jae Os 815,000 
Restricted Senvicinge Unites aeons 39 ,539 ,000 
Headquarters and Commands Administration. 17,871,000 


3,475,000 


940,468 , 000 


241,800,000 


524 ,608,000 
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National Harbours Board— 
Halifax—Operation of Fire Boat Routlle..... $ 


Special fire protection...../.......00..... 
Reconstruction of transit shed 21......... 
Platform and shelter roof at embarkation 


Vancouver— 
Dredging False Creek Channel........... 


National Health and Welfare— 


Old age pensions, including pensions to blind 
PR a as GS Oe ke Are ys 6 OS, xo 
Industrial hygiene including inspection of 
jauictrial plants. ..... someleb toh aolseine 
TB HCrAtOrvyOoO WY RICNC. |. ..6j2.diccieee ee on PROV 
Dnblin health-enganeering. ... 22-6 c6. 8 ae ees 
it eB CEST Dore oi Gels os gS eA Ss 
Dasratiine senvicea ys «ot darertigatues....-.... 
Processing of blood for dried serum........ 
Maintenance of non-resident seamen........ 
Grant to Canadian Nurses Association...... 
Chlorination of Water Systems—Pacific Coast 
Dawson Creek, B.C., water supply.......... 
Treatment Canadian fishermen and seamen. . 
Hire of Boat—Halifax Harbour. . 
Maintenance of Health Unit, Prince Rupert, 
B.C 


Aa + Gaia: «are © 8 2 & 2 « is 26s ee Be Se ee BS eS ee 


Women’s Voluntary Services...........0... 
National Film Board— 


Special War Library......... $ 57 ,000 
Wartime Information Film 

Programme. . ie 1 ,084 ,000 
Stills production ‘and distri- 

en ees a ers 136 ,000 
Peeve Vine UDG. eyes s- +: =» 126 ,000 


Canadian Information Service (and Wartime 
Were ett ea ee ee ee we 


National Revenue— 


Government Office Economies Control...... 
Canadian Broadcasting Corporation Short 
Wave Station—Construction and main- 
Pits ttc tite a 9 aaa ara ae nee ae 


National War Services— 


Departmental administration.............-. 
War Charities—General. . ohiling 
War Charities—Rental of Burrard Hall, 

Vaennnrdie Sebncins. . Ree. Yom. oe 
Awxiiaryipervices erred 1% eg. 2. PN 
Sabvare Divisione T0028 61. SORT rs vee sys 
Voluntary War Relief Division............ 


71,000 
44 000 
185,000 


16,000 


9,103 ,000 


30 ,000 
4,000 
23 ,000 
20 ,000 
48 000 
263 ,000 
23 ,000 
160,000 
47 ,000 
11,000 
19 ,000 
13 ,000 


4 000 


70 ,000 
10 ,000 


1,403 ,000 
1,229 ,000 


7,000 


968 ,000 


57,000 
56 ,000 


8 ,000 


13 ,062 ,000 


54 ,000 
13 ,000 


318,000 


12,480 ,000 


975,009 
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National War Services—Concluded 
Canadian firefighters for United Kingdom. .$ 142 ,000 
Canadian Prisoners of War Next-of-Kin 


Division Seer: Re Ee De ae 8 ,000 
Censorship Division. ... .cQestedais i. ine 846 ,000 
Post Office 
Canadian Postal. COVOs. 73. eens eee 182 ,000 
Purchase of tobacco labels for service pur- 
CHESGG TS ten cee Sad: Alyn Vo ee 3,000 
Privy Council— 
Statutory Orders and Regulations Division. . 26 ,000 
Expenses of Special Commission for defence 
projects in the Northwest............... 16,000 


Public Works— 
Chief Architect’s Branch— 
Armoury Accommodation for Canadian 


Officers’ Training Corps Units.......... 55,000 
Repairs, alterations, operation and main- 

tehance,or oulldings..— sae. ee 2,263 ,000 
Rental of premises occupied for war pur- 

DOBER wards eke oi oars atin hea ate ei 1,621 ,000 
Furniture, etc. for war employees......... 354 ,000 
Post-war construction program—prepara- 

tion Of plans. ..: 2c. sp ae. eee ae ea 55,000 

Halifax— 

Temporary Office Building for Department — 

of Veterane octave ee eee ee 105 ,000 

Quebec— 

Temporary Office Building... . 2... aay. - 416,000 
Ottawa— 

Temporary Annex to Records Building.... 37,000 
London— 

Purchase and alterations, Garvey Building 76 , 000 


Norman Wells, N.W.T.— 
Office and living accommodation for govern- 


ment departments .o. 2. .6 4 0er eee 14,000 
Vancouver— 
Construction of temporary office building 
for Department of Veterans Affairs...... 165 ,000 
Sundries. ..Q00.4...... 0.0... Soe 3,000 
5,164,000 


Chief Engineer’s Branch— | 
Saint John Harbour (Courtenay Bay) 


Ne BS Dredamoes oa. eo ee $ 35 ,000 
North Sydney, N.S.—Reconstruction of 

wharf and terminal facilities............ 46 ,000 
Post-War Construction Programme—Pre- 

DATAGOMEOIMIENS a5. 64h eee ee 232 ,000 
Waterways, Alta.— 

Timprovemiess 2000 25 Reve 3,000 


Dredpinwe £1... fee. ied ee 59 ,000 


14 ,246 ,000 


185 ,000 


42 ,000 
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Public W orks—Concluded 
Chief Engineer’s Branch—Concluded 
Seymour Narrows, B.C.—Removal of 


Ripple Roeks Nos. land 2..........0.. $ 301,000 
OES eS Ee 1,000 


677 ,000 
Telegraph Branch— Danita ae 
To provide for a 24-hour telegraph service 


ene CT ORB U i, 4 Ceres x ass vee we 56 ,000 

Telephone service—Ottawa............-5. 310,000 

366 ,000 

PMC EUCIOS Ta te Me ees ees oso x 24 ,000 
$ 


Reconstruction and Supply— 
Reconstruction Division— 


Expenses of surveys and investigation. .... 127 ,000 
Forest Insect Control Board.............-. 102 ,000 
CanadinniArsenals Lidis. ...cc4 . onancoint 1,200 ,000 


Surplus assets of British Commonwealth 
Air Training Plan sold by War Assets 


Corporation to March 31, 1945......... 1,643 ,000 
PUTA CITICS | facut cuchecderecuitl (Dae eel Aelia 4.8 61,000 
3,133 ,000 

Supply Division— 
Departmental Administration............. 6,900 , 000 
Expansion of war industry...........---- 106 , 000 , 000 
Termination of contracts...........-..--: 145 ,000 ,000 


257 ,900 ,000 


National Research Council— 
Special war activities................5--- 2,382,000 


Royal Canadian Mounted Police— 
Increased activities of the Force due to the 


“eee MAEOOLID. Cotati Pe. ee ce ee oe 4 ,734 ,000 
aettion PONEFOR: «5 cere Lo EE SAORI EE 42 ,000 
Secretary of State— 
Citizenship BYaAnciy Wie on se ad oe 26 , 000 
NAried). . LAU OO AONE. bcs os eee ey 8 ,000 
Trade and Commerce— 
Canadian Shipping Board...............--- 96 , 000 
Export Permit Branch...........-..-++++-- 168 , 000 
Shipping Priorities Committee............-- 43 ,000 
Steamship Stabilization Fund.........-...- 347 ,000 
Canadian Export Board—Administration.... 154 ,000 
Canada’s contribution to UNRRA............ 104,830,000 


To reimburse Canadian Wheat Board for 
expenditure incurred re allocation of rail- 
way cars and deliveries of grain.........-. 963 , 000 


— 


6 , 231 ,000 


263,415,000 


4,776,000 


34 , 000 


106,601,000 


Transport— 
Departmental administration............... $ 34,000 
Transport. Céntroller’s Office ...4 6... 229 , 000 


Director of Merchant Seamen, including ad- 
ministration, manning pools, nautical 
schools and welfare facilities..........-... 3,542,000 


Air Service— ae 
Special radio interception and monitoring 


services— 
RBG1O SOE VLOGee. «i ak 4 2,111,000 
Meteorological service...............-. 1,959 ,000 
Civil Aviation— 
Operation and maintenance of airports. . 386 , 000 
Airways and airports trafhe control.... 512,000 
Airways and airports—Construction and 
Improvements... . ...... OMAR ERE f 213 ,000 
Northeast (Crimson) Staging Route... .. 248 , 000 
Northwest Staging Routes. ca .awscie 1 ,096 ,000 
Mackenzie River Route..........:..... 676 ,000 
R.C.A.F. airfields transferred to Depart- 
ment of Transport (maintenance)..... 151,000 
Canadian Government Trans-Atlantic Air 
Service seo wai ae eee eee 1,955 ,000 
Moncton to Newfoundland Airline...... 30,000 
Saskatoon Airport—reconstruction and 
enlargémenitiy.a2.<'5 Gis rs oo ee 122 ,00) 
Dorval and North Bay airports—Cons- 
truction of additional hangar space, etc 105 ,000 
9,564,000 
Marine Service— 
Aids to nawigadliotiagc: eee ape eee 47 ,000 
Marine Service Steamers................ 160,000 
War.risk:zoncwbons.. 0. . 2a ee oes re 96 ,000 
Nautical Services .... =0;.rqueel aes tie arenes 63 ,000 
Compensation to crews of Canadian vessels 
lor, persomalectiects. .2.5.,.4 5558 ee see 25 ,000 
391,00) 
Railway Service— 
Degaussing equipment for Canadian ves- 
SOIS bi case eae ode eee ee 236 ,000 
Additional harbour and transportation fa- - 
Cilities APM UTA aches, Sie ede erin 297 ,000 
Contribution re freight rates on ore from 
Steep Rick. Fran Mines: o.oo sce Seen bee 275 ,000 
808 ,000 
Miscellaneous— 
Joint United States-Canada defence— 
Acquisition ef) Properties. ........ . alien. te 24 ,000 
=e $ 


14,592,000 


Veterans A ffairs— 


Peemomenc, armen MOrces.. oe... ok. Dees ee 

Treatment, Royal Canadian Mounted Police. 

Pensions, Armed Mirces: | 08 Vy. lee. 

Civil Defence hate paghe Re ess Slt OR As te: 

Investigation, Dependents’ Allowance Board. 

Post-discharge —__ re-establishment—Rehabili- 

AEM EI as Bes! ots Mlcta dict hot, Mes 

War service gratuities and re-establishment 

a a te at do, PC ae 

Detention allowances—Canadian seamen.... 

War Veterans’ Allowance Board—Pensions 

under the dual service pension order, etc... 

Gratuities—Canadian Firefighters........... 

Gratuities—Auxiliary Services.............. 

Advertising campaign re available housing. .. 

Contributions for construction of additions to 

Charlottetown Hospital - and Prince Ed- 
ward island Hospital. 14. oe... 

Contribution toward additional accommod- 

ation at Kingston General Hospital....... 
Contribution to Port Arthur General towards 
GOUSETUCLION Of 2 WINE Noel e. occ ee. 

Grant to Saskatchewan Anti-Tuberculosis 
League for extension to Fort ue 
Sanatorium. . 

Provision of additional accom- 
modation in Departmental 
Hospitals— 

Halifax, Camp Hill Hospital.$ 

Saint J ohn, Lancaster Hos- 
pital.. 16,000 

St. Anne ‘de Bellevue, “St. 


280 ,000 


Anne’s Hospital. . 299 ,000 
Montreal, Currie Memorial 
Hospital ead Se aascee 65 ,000 
Peterborough, Hostel. . 52 ,000 
Kingston, Women’s Hostel... 24 ,000 
Toronto, Christie Street Hos- 
Ue) fe. eee 283 , 000 
Sunnybrook Park 
Veterans’ Memo- 
rial Hospital...... 3,118,000 
Lyndhurst Lodge. . 20 ,000 
London, Westminster Hospi- 
PALL wine ive ee eee 125 ,000 
Winnipeg, Deer Lodge Hos- 
Pte PII 2s es 452 ,000 
Academy Road 
Annex.. 21 ,000 
Regina, General Hospital... 66 ,000 
Government House. 4 ,000 
Calgary, Col. Belcher Hos- 
1 yo) ee ee ae ea 46 ,000 


Edmonton, University Hos- 
2 Ie eg ee EEE ee ES So eae 4,000 


one xa 


$ 26,298 ,000 


85 ,000 


22,213,000 


106 ,000 
37 ,000 


32,131,000 
239 592,000 


32,000 
155,000 
162,000 
125 ,000 

62,000 

15,000 

84,000 


50 ,000 


85,000 


Veterans A ffairs—Concluded 
Provision of additional accom- 
modation in Departmental 
Hospitals —C oncluded 
Vancouver, Shaughnessy 


Hospitakan sa 6. Souheeak $ 


Victoria, Veterans’ Hospital. . 
Dawson Creek, B.C., pur- 
chase of former United 
States Military Hospital. . 
Amherstburg, Ont., purchase 
of land and buildings for 
establishment of Veterans 


Provision of Health and Occu- 
pational Centres— 
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661 ,000 
470 ,000 


68 ,000 


50 ,000 
—$ 6,124,000 


Salntulohnees acca... J. sepes 78 ,000 
Saint Anne de Bellevue...... 62 ,000 
Gloucester Township 

(Ottawa fae £244 235 ,000 
Toronto. 2. pee 165 , 000 
London: Gh seed eae 375,000 
Winniper <s S22 ae ‘4,000 
Burnaby en. 2c cre ee 838 ,000 

1 ,007 ,000 

Sundries... -.. Oe eee ieee 52,000 


TRTSt aa a snes £ LO, 000 


Total Direct War and Demobilization Expenditures, 1945-46... 3,558,454 ,000 
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MUTUAL AID 


24. Under the War Appropriation (United Nations Mutual Aid) Acts, 
and the War Appropriation Acts, 1945, $771,920,000 was expended for Mutual 
Aid in the fiscal year ended March 31, 1946, apart from sums expended on 
behalf of UNRRA which are listed elsewhere. 


The following tables give the distribution by countries and by the type of 
aid provided. ‘The distribution indicated is subject to revision when complete 
reports are received of finished goods not shipped at September 1, 1945, the 
date Mutual Aid shipments ceased. These supplies were later transferred to 
War Assets Corporation. 


DISTRIBUTION OF MutruaL ArIp EXPENDITURES BY COUNTRIES 


United Kingdom (including ships later recovered).............$ 662,586,000 
Petr OViCL Gorialist Republics. oe ee e's 44 ,069 ,000 
UN eT eee ee kk ee ee ee ee a eb oe ba eS piney 15,651 ,000 
RE POE RM AN en aR: O Fia kl oy aid ~bhco,n aldbbede pine & Qasly 6,852 ,000 
a Ee a ce ie om wk nm onigo tea aes es op oo te tog ta 7,545 ,000 
(TE 0 Blea 4 oda cna ee ES 7,382 ,000 
EE ee te Mie wales tik de Oh 761,000 
EE RT RUN eh), ccd td Ys eve ag bn vd eh wR ee pes 12,009 


744 ,858 , 000 


India—Deduct: sales tax recovered—charged in previous year. 1,112,000 


743 , 746 ,000 
Costs not allocated to countries (administration, surplus supplies 
Cie inaeataeme GRMOSIIICS, GLC.) onuks esse disc wel dom ooo. 28 , 174,000 


771,920,000 


DistRIBUTION oF Muruau Arp By Typr oF AID 
Munitions and military supplies, including ships— 


PACTS CO ANONIORIBR. Moca Bice shinier vo oles $ 91,124,000 
Automotive equipment and mechanical trans- 
rere «ieee, alas. iv etal . bn Gea? 74,949 ,000 
Tanks and other fighting equipment......... 15,591,000 
(Shemicals-and explosives... .. i... 88/6 ioe 4,347 ,000 
ite ane amie Armistit) Los duu Juie suet... 55,915,000 
abe liesand. ammunition: ¥csces. oak exh a). 81,918,000 
Merchant vessels—construction............. 119 ,580 ,000 
repairs and servicing..... 5,892,000 
Naval vessels and equipment............... 62,916,000 
Gloths, clothing;and fabrics. .....s0.....--. 6,580 ,000 
Radio, electrical and telephone equipment.... 15 ,342 ,000 
Lumber and heavy materials.............-. 3,464,009 
Machine tools and heavy equipment......... 3,647 ,000 
Small tools, stores and miscellaneous........ 2,297 ,000 
rane avira: Jocerw. 2% thet. oes ele dhe 562 ,000 
Ramos diian mata laity’ in Loris. bovis pS! aie 1,845 ,000 
Locomotives and railway rolling stock....... 5,886 ,000 
Prete) os: lis. gee iaia ies, Awol ga 13 ,357 , 000 


. ————— 565,212,000 


Foodstuffs and farm products— 


Pia Grits 2 es eo AO ere i 9 es ¢§ 23,790,000 
Cannediporkit. aaastzA: bedi 2 i. aster 95 ,000 
Offaled. bobaa@e ee DUR OLN LU CPP Lee 207 ,000 
Gasings. wea most days SUR oh eee 180,000 
Beet cko. oon (ieee eee 849 ,000 
Other aneats cates. Bede 2 Sates ee ge ae 7,000 
Pardes OR PORE at Se: ew 98d 5,000 
Patio Woy, ae). . ee PI Pe 60 ,000 
Chigssehotie UNG SS Ore ete 11,489 ,000 
oe ARTS TUDRL ORE SOULE BS, Oo. eee 1,487 ,000 
Pogtee ttigecmuth oh» Sttees ee 6,512,000 
Dead yepetables, vi 0c... 3: ae 451,000 
Driedibeans:2. Ph SAH TU eh ee eee 20 ,000 
Gardeniseeds............/haiereset wohl sae 22 ,000 
Forage crop seeds........-... +05 seer eee 662 , 000 
Seedlipobatoesien madi. \.cic eee eee 219 ,000 
CGantied salmon. 1... ae eee ee eee 3,648 , 000 
Gunned herring 4).4aten*. ee ee ee 55 , 000 
Brozen ‘fishs...... oved oes -S tet renee eae 1,395 , 000 
Other fish and products....2... 2570 Bae ase - 589 , 000 
WHOA tio mets eae sioteld ole > ae eee eee 90 ,896 ,000 
Plowrewe: css « Rl Se Soe ee 21,636 ,000 
ei bische cede. nei ee ee ee ee 
Oatmeadls .c cos = ee 452 ,000 
POE. OatSsdce oon neon mee 1 ,056 ,000 
Eanseed oil...-cwy. damien at besiade——paaee 18 ,000 


Miscellaneouis.f:54. 25) pes eee ee 96 ,000 
—_—_—_———$ 167,967,000 


General supplies— 


INSHESGOS... «os fe Ss ett ee ee eee ee ~ 353 ,000 
Paper ano: sso ae Des a 3,708 ,000 
Teri WRachinery <4 nln aioe ee eee eee 2 ,899 ,000 
Bootes; clothing and: fabrics 75. 5 sae 302 , 000 
Fertilizers and ¢hemicals 0.3% - sar eG 519 ,000 
Tires:and tite COrd (a 01TlOs se 4a eee 260 ,000 
Blasting caps... sei 156 ,000 
Ocean Ireighyys oekaki etre a 449 ,000 
Miscellaneous. «2.5325 ee 1,155,000 
——_——— 9 ,801 ,000 
Air Training Services under B.C.A.T.P.......-.5--5---- 0355 766 ,000 
743 ,746 ,000 
Surplus aircraft transferred to R.C.A.F...... 27 ,308 , 000 
Declared surplus to War Assets Corporation. . 763,000 
General costs not allocated to countries...... 49 ,000 
Administration. ot) O55 ee eee eee 54 ,000 
$$ 28 , 174,000 


$ 771,920,000 
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SPECIAL EXPENDITURES 


25. Special expenditures are estimated at $17,358,000 for the fiscal year 
ended March 31, 1946, an increase of $9,852,000 over 1944-45. The increase is 
mainly accounted for by the advance of $12,052,000 to meet the deficit in the 
Prairie Farm Emergency Fund. The amount required to meet the deficit in the 
preceding year was only $1,295,000. 


~ GovERNMENT OWNED ENTERPRISES 


26. The classification of expenditures entitled Government Owned Enter- 
prises comprises the losses of and non-active advances to Government Owned 
Enterprises which had been established before the war and are operated as 
separate corporations. As the Canadian National Railways has shown sub- 
stantial annual surpluses since 1940, expenditure under this heading since the 
fiscal year 1940-41 has been of minor importance, the total for 1945-46 being 
$1,334,000. 


Canadian National Railways 


27. The operating revenues of the Canadian National Railways for the 
calendar year 1945, totalled $433,773,000, a decrease of 1-7% from those of 1944. 
Operating expenses of the Railway amounted to $355,294,000, or 2% less than 
in 1944. . 


The net operating revenue of the Railway was $78,479,000 and after deduct- 
ing $10,601,000 for taxes, equipment and joint facility rentals, there remained a 
net railway operating income of $67,878,000. Other income, less deductions, 
totalled $3,206,000, resulting in $71,084,000 being available for‘interest. After 
payment of $26,022,000 in interest on debt held by the public and $20,306,000 
in interest to the Government in respect of temporary loans for capital and 
refunding purposes, there was a net cash surplus of $24,756,000. This cash 
surplus was paid to the Government in redemption of temporary loans for 
refunding, as shown in paragraph 36. 


The operating deficit of the Prince Edward Island Car Ferry and Terminals 
for 1945 was $688,000 compared with $773,000 in the previous year. 


Canadian National Steamships 


98. The Canadian National (West Indies) Steamships, Limited, in the 
calendar year 1945 had an operating surplus of $1,563,000 and earnings from the 
Vessel Replacement Fund totalled $217,000. From this total income of $1,780,- 
000 there was paid $521,000 for bond interest and exchange and $143,000 for 
interest on Government advances, leaving an income surplus of $1,116,000. 
This income surplus was utilized as follows: $632,000 was paid to the Govern- 
ment in final discharge of all capital and working capital advances; $217,000 
was retained in the Vessel Replacement Fund; and $267,000 was set aside as 
additional depreciation in view of the decision to dispose of certain of the older 
vessels in the immediate future. 


National Harbours Board 


29. The operating income of the National Harbours Board for the calendar 
year 1945, after payment of interest to the public but before depreciation, reserve 
for replacements and interest on Government advances was $5,596,000 compared 
with $5,581,000 in the previous year. Interest paid to the Government in the 
fiscal year totalled $3,950,000. 
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Financial assistance provided by the Government to the National Harbours 
Board and charged to expenditure under the category of Government Owned 
Enterprises totalled $646,000, divided as follows: $86,000 for the operating 
deficit of Churchill Harbour; $558,000 for non-active advances to meet the 
deficit of the Jacques Cartier Bridge at Montreal; $1,009 for capital expendi- 
tures at Halifax Harbour; and $1,000 for capital expenditures at Three Rivers 
Harbour. Details of expenditures charged to the War Appropriation are given 
under ‘‘War Expenditures’. 


The elevators at Port Colborne and Prescott operated at a profit during the 
year and $233,000 was paid to the Government. 


OTHER CHARGES ‘ 


30. Total expenditures in this final category are estimated at $47,713,000 
compared with $47,762,000 in 1944-45. 


The sum of $25,000,000 has again been added to the debt of Canada and 
credited to the reserve to meet possible losses on the ultimate realization of 
active assets, bringing the total amount of the reserve to $150,000,000. ‘The 
annual write-off of Soldier and General Land Settlement Loans and Canadian 
Farm Loan Board Capital Stock, amounting in all, to but $37,000 for the fiscal 
year 1945-46, resulted in a similar increase in the Dominion’s net debt, as the 
write-off is from Active Assets. The yearly established loss of $45,000 on Seed 
Grain and Relief Account administered by the Department of Mines and 
Resources does not increase the net debt as the write-off is from an amount 
already set aside in the non-active accounts to provide for revaluations and 
losses. ; 


The Dominion’s equity in the Canadian National Railways as reflected in 
the Canadian National Railways Securities Trust Stock increased during the 
year by the amount of the surplus earnings of the system for 1945 of $24,756,000 
less line abandonments of $1,167,000 and retirement of rolling stock of $958,000 
resulting in a net increase of $22,631,000. This amount is shown as the final 
item under Other Charges and as it is also credited to the Consolidated Fund 
on the revenue side of the Dominion’s books, the net debt of Canada is not 
affected by these transactions. 


SUMMARY OF EXPENDITURES 


31. The estimated grand total of expenditure for the fiscal year 1945-46 
under the various categories enumerated, namely Ordinary Expenditures, 
Capital Expenditures, War Expenditures, Special Expenditures, Losses of and 
Non-Active advances to Government owned Enterprises, and Other Charges, 
was $4,691,307,000. 


32. The following table shows the percentage distribution of estimated 
revenues and expenditures for a number of important items. Receipts from 
various taxes and other revenue sources, after deducting the $72,500,000 of 
income and excess profits taxes estimated as refundable after the war, are 
shown as percentages both of total revenues and of total expenditures. Similarly, 
several of the main items of expenditure or groups of such items are shown as 
percentages both of total expenditures and of total revenues. ‘The purpose of 
this table is to enable broad conclusions to be drawn as to the relative burdens 


imposed on the public treasury by the war and the main services or obligations 
of government. 
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Cee een ee ee 


PERCENTAGE DISTRIBUTION OF ESTIMATED REVENUE AND EXPENDITURE, 1945-46 


$ 

Ordinary Revenue— 
Customs Import Duties.......0..... ccc e eee cere teen eden ees 128, 877 
Mere LE Bo cy sacar aatoy ier “AE EEE Ce 186,726 
Excise Taxes—sales tax and other excise taxeS..........-++-++-+ 455,712 
War Pixchan®e Wars 0.8. fo. Les. da ee alee ba ae 41,198 
Income tax on persons, corporations, etc. bor a ore cab sede 932,730 
TMxeess Profits Tax (net)... . 02-2 nee ee tent nett e es 426, 696 
GicGsiGe LIULICS, ....c.rdic es Fok lo sees oo core cele Veh wee oak es 21,448 
Other Tax Revenues.........----eee eee eees Sty ee A ee ae 8,972 
Total Revenue from Taxes...........---seeeeeeeeeeee 2, 202,359 
ite VUNG ee Ge heer ds nde eo ep ee enn dees 160, 688 
Total Ordinary Revenue........---..-+ssereer recess 2,363, 047 
Special Receipts and Credits..........--sseseseeeer teres rrte ete 592, 557 
Grand Total Revenue.............0ee seer ee eer e neers 2,955, 604 


$ 
Ordinary Expenditure— 
Interest on Public Debt...........----ee es eenee rere ss ntrees 408, 960 
Other Public Debt Charges...........:.-seeeeseresgertettess 28,479 
Subsidies and payments to provinces under taxation agree- 

RIO eer rare a ons rig ete He aeN ST 112, 499 
aevily AMOWanCes! 52-2 ne oa oes ae ee a tg teed es br eee 172, 632 
Old Age Pensions and pensions to blind persons..........+++++: 33,715 
Unemployment Insurance Act, administration and Govern- 

WIMP TAMIN ETAL ION kw ce eee en terete re esa ees 18,716 
ee Leia ek Mi oh is es oo oer teks xr Cen oh a nen ee oe 10,318 
Rimes and Pesources.t.6c. - sesce sie f+ Fie beech) ere sere 11,401 
Pe eH AD TUS U ORE oe oe ec = oun net be penn oo ee ee epee OP 22,631 
oh BE eC ANS Re aoe ee a on ee ale 57,730 
rir Ne ed ec ys ves nes HP Res coe PEE? 16, 263 
po eS 18 eR noe ee a eae aa 18,215 
(Sse tie A a eR Se eR Sc a Ia 72,839 
ee ca sok aap Sa tee b a ne * CRESS Se 77,447 

Total Ordinary Expenditure........---+++++sssrrrrt 1,061, 845 
Ren MIMRMEICGre? Chops. de -. eee ee eee ect 4,603 
War and Demobilization Expenditure— 

Me A tonne ALITY. <1. eee ce eo ee mee etree eet 940, 468 
ek, Sic Se hake dat eS Ry nas ae Re 241,800 
1 SER A APE OR pret og Cha aie oy He 

Reconstruction and Supply......-.+-----r+srsee sete 263, 
ie eercin” Aas fis ts cee oe ees oe ee eo ie eee 328,415 
Canada’s contribution to UNRRA....+--.--se renter 142, 852 
oe 8 ie Ra ie ae eer et renee nm 771, 920 
Pion (iopariiients. 1. 0s so case eye reset een oc 344, 976 
Total War and Demobilization Expenditure. ......--- 3,558, 454 
ibmen Pipenditure. ..< i .. 2.2 cw ee tee een ee hie epee sere nee 17,358 
Pe ceniient Ciyrned Haterprises. nies rile -* «+p retin Fine 1,334 
IM Vcr an tee AP TE ERBeR ORES 2 Mes Ty Ai 47,713 
Grand Total Expenditure........--+-sssrecrerrsrte 4,691,307 


Seen eee ae 


Amount in | Percentage | Percentage 
thousands 
of dollars 


of Total 
Expenditure 


of Total to Total 

Revenue |Expenditure 
% % 

4-36 29d 
6-32 3°98 
15-42 9-71 
1-39 0-88 
31-56 19-88 
14-44 9-09 
0-72 0-46 
0-30 0-19 
74-51 46-94 
5-44 3-43 
79-95 50-37 
20-05 12-63 
100-00 63-00 


Amount in | Percentage | Percentage 
thousands 
of dollars 


to Total 
Revenue 


7 Jo 
8-72 13-84 
0-60 0-96 
2-40 3°81 
3°68 5:84 
0-72 1-14 
0:40 0-63 
0-22 0-35 
0-24 0-3 

0-48 0-77 
1-23 1-95 
0-35 0-55 
0-39 0-62 
1-55 2-46 
1-65 2-62 
22-63 35-93 
0-10 0-16 
20-05 31-82 
5:15 8-18 
11-18 17-75 
5-62 8-91 
7-00 11-11 
3-05 4-83 
16-45 26-12 
7:38 11-67 
75-85 120-39 
0-37 0-59 
0-03 0-05 
1-02 1-61 

100-00 158-73 
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OveR-ALL DEFICIT 


33. As total revenues for the fiscal year ended March 31, 1946 were, 
$2,955,604,000 and expenditures aggregated $4,691,307,000, the over-all deficit 
or increase in net debt for the year was $1,735,703,000. 


LOANS, ADVANCES AND INVESTMENTS 


84. In addition to the expenditures already detailed, the Government 
makes disbursements for the acquisition of investments which are treated as 
“active” and are deducted from total gross liabilities in arriving at the figure 
of net debt. The net increase in loans, advances and investments for 1945-46 
was $666,055,000 compared with $457,458,000 in 1944-45. Details of these 
increases together with those for the four previous fiscal years will be found 
in the table on page 81. 


Railway and Steamship Companies— 


35. The net increase in this category in the fiscal year ended March 31, 
1946, was $43,163,797, and relates to transactions with the Canadian National 
Railways and the Canadian National (West Indies) Steamships, Limited. 


36. In the fiscal year the Government made net payments to the Canadian 
National Railways in the amount of $43,613,797 classified as follows: 


Advances— 

Under Canadian National Railways Refunding Act, 1944— 

for retirement of called or matured issues............ $ 65,500,000 
Under Canadian National Railways Financing & Guarantee 

Act, 1940—Purchase of Grand Trunk Railway Com- 

pany of Canada 4% Perpetual Consolidated Deben- 

tune Stock} gaa er:. ¢ (MOC ee oe ocean ee eee 79,645 
Under Canadian National Railways Financing & Guarantee 

Acts, 1941 and 1942—Purchase of securities from 

Canadian ineldets...c4..ix, caucuses Eee meee sees eee 20,401 
Under The War Appropriation (United Kingdom Finan- 

cing) Act, 1942—Purchase of securities from Govern- 

ment.of thesGuited Kingdom i<-~iscsteeentahiat 3.5 shae es 231,447 


Total advances by way of loan...........+-2.+++20 4. $ 65,831,493 
Equipment purchased by Government and leased to Rail- 
way under Hire-Purchase Agreement: 


1945 Agreement: packs peace hae heemmnmeet: oes 11,399,341 © 
Total Loans and Equipment Purchased....7........: $ 77,230,834 
Repayments— 
Application of 1945 Net Income Surplus to advances under 
Refunding ACt 4938). ciyaa kes eee aS $ 2 24,756,130 


Surplus available from Depreciation Reserves and Debt 
Discount Amortization after providing for capital 
expenditures during 1945—Applied to advances under 


the: Refunding Act): 1938 ...:..ciee. aa eee 2,545,411. 


Release of trust funds held re Canadian Northern Ontario 
Railway 33% Debenture Stock—Applied to advances 
« ander the Refunding Act,1938><-.... soe 958 , 113 
Financing & Guarantee Act, 1941—Purchase of Securities. 35,213 


Total: RepaymentioliLboansa: >a san actus 1 Ue eee $ 28,294,867 


‘T. ” 
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Repayments of Instalments under Hire-Purchase Agreements: 


ra rere ee eee ee IT PO Pe eae $ 57 178 
Py eee ee ee ee ee ele we 991 ,968 
WOR Aree et et eae eee ee 1 382 ,634 
Bee PR OTOCN Gg nay aoa nies 2 .« apeteea~ srt 1,561 ,667 
ES tas Hi GY + har S147 868 , 728 
Total Equipment Repayments...........--++.+-++:- $ Dyoeegls0 


Total Repayments of Loans and Equipment Repay- 
“ayy ciy a 2 eet Rete ia ee eres Sore $, . 30,044, Vel 


Net Total Payments on account of Loans and for 
Equipment Purchased. ..... 0.4.) eset ene $ 43,613,797 


37. During the fiscal year the Canadian National (West Indies) Steamships 
Limited repaid from its surplus an amount of $450,000 advanced to it in 1937-38 
for working capital purposes. 


Foreign Exchange Control Board— 


38. During the fiscal year $700,000,000 was advanced to the Foreign Ex- 
change Control Board to enable the Board to finance the purchase of gold and 
foreign exchange. 


Sundry Government Agencies— 


39. The net change in advances to the National Harbours Board during 
the year was a reduction of $66,000. Advances of $22,000 were made for capital 
purposes at the port of Montreal, while a capital refund of $88,000 was received 
from Vancouver. 


40. The net increase in the fiscal year in advances for Soldier and General 
Land Settlement aggregated $18,677,000. This increase was occasioned by 
net advances of $24,012,000 under the Veterans’ Land Act, less net repayments 
by settlers and $36,000 written off and charged to Consolidated Deficit Account. 


41. Net advances to sundry Crown Companies decreased during the fiscal 
year by $8,486,000. Repayments of $6,500,000 by the Canadian Wool Board 
and $5,946,000 by various companies operating under the Department of Recon- 
struction and Supply were partially offset by advances of $2,000,000 to the Ex- 
port Credits Insurance Corporation for capital surplus and $1,960,000 to the 
War Assets Corporation. 


United Kingdom and Other Governments— 


42. Net advances under this heading increased by $91,886,000 during the 
fiscal year. The Canadian dollar obligation of the Government of the United 
Kingdom under the authority of the War Appropriation (United Kingdom 
Financing) Act, 1942, was reduced by $63,946,000, leaving a balance outstanding 
at the fiscal year end of $538,564,000. The Government of the Union of Soviet 
Socialist Republics repaid $2,500,000 of the $10,000,000 loan made for the pur- 
chase of wheat. Advances made to the Government of the United Kingdom 
under Section 3 of The War Appropriation Act for the purchase of food and 
other essential supplies decreased during the year by $9,841,000. 


43. Advances made to foreign eovernments and their agencies pursuant 
to agreements made under The Export Credits Insurance Act totalled $67,41 2,000, 
as follows: Belgium, $25,000,000; Czechoslovakia, $3,192,000; Netherlands, 
$25,150,000; Netherlands Indies, $1,800,000; Norway, $9,495,000, and Union of 
Soviet Socialist Republics, $2,775,000. 
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44. Other large advances made under Section 3 of The War Appropriation 
Acts and outstanding at the end of the year were as follows: Belgium $2,159,000; 
France, $88,346,000; Netherlands, $12,442,000; Union of Soviet Socialist Re- 
publics, $8,819,000; and the United Kingdom, $32,123,000. 


45. Under the British Commonwealth Air Training Plan No. 1, which 
terminated on June 30th, 1942, there was established during the fiscal year 
1943-44 a net liability of the United Kingdom to Canada of $200,000,000. This 
amount has since been maintained as a book debt owing by the United Kingdom. 
Under Plan No. 2, in effect from July Ist, 1942, to March 31st, 1945, the net 
accumulated amount owing to the Government of Canada was shown as $249,- 
504,000 as at March 31, 1945. After eliminating expenditures properly charge- 
able to other appropriations and making allowance for various adjustments, in 
accordance with the terms of the Agreement, some necessarily on an estimated 
basis, the net liability of the United Kingdom was finally agreed to be $225 - 
000,000. 


The Financial Agreement between the Government of Canada and the 
Government of the United Kingdom, dated March 6, 1946, provides that the 
combined total obligations under the two Plans, namely, $425,000,000, will be 
cancelled. The article of the Agreement providing for this cancellation, how- 
ever, and the article in the United Kingdom Financial Agreement Act, 1946, 
to implement it have not yet come into effect, pending action by the United 
States Congress on the Anglo-American Financial Agreement. If and. when 
that Agreement is approved by Congress, immediate action will be taken to 
implement this provision of the Canadian-United Kingdom Agreement. This 
will result in the cancellation of this item in Loans and Advances, and a corre- 
sponding increase in War Expenditures for the year 1945-46. 


Investments— 


46. Under the provisions of the Central Mortgage and Housing Corporation 
Act, $25,000,000 was paid to the Corporation for capital purposes. The Cor- 
poration in turn paid the Government $14,721,000, representing outstanding 
balances of loans made under the Dominion and National Housing Acts (shown 
under Loans and Advances—Miscellaneous). The Corporation also paid 
$250,000, representing the capital stock of the Central Mortgage Bank. 


47. The Government’s investment in the Canadian Farm Loan Board 
decreased during the year by $2,401,000. The Board purchased out of surplus 
funds $4,500,000 of its 34% bonds due January 2nd, 1960, and approximately 
$1,000 of the Board’s capital stock was written off to Consolidated Deficit 
Account. On the other hand, the Dominion purchased from the Board 
$2,100,000 of 3% bonds due January 2nd, 1970. At the end of the fiscal year 
the Government’s investment. in the Cinadian Farm Loan Board totalled 
$21,623,000. 


48. During the fiscal year a further $2,000,000 of The Export Credits 
Insurance Corporation’s capital stock was purchased by the Dominion. 


49. Miscellaneous investments decreased by $183,544,000. The main | 
item in this category is the Securities Investment Account, consisting chiefly 
of the cost of acquisition of Dominion Government direct securities, which 
decreased by $184,382,000 during the year. Other miscellaneous investments 
increased by $838,000. 


50. The following table gives the details of the annual changes in loans, 
advances and investments in the fiscal year ended March 31, 1946, and the 
four previous fiscal years. 
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ANNUAL CHANGES IN een, LOANS AND ADVANCES AND INVESTMENTS FOR 


HE LAST FIVE FISCAL YEARS 
(Thousands of Dollars) 


Fiscal Years Ended March 31 


Estimated 
1942 1943 1944 1945 1946 
— en LL SLL A ——a el ae ee fT 
Loans and Advances 
RAILWAY AND STEAMSHIP COMPANIES— 
Canadian National Railways.......- 251, 240 142,539|Cr. 3,907 83, 608 43,613 
Canadian National Steamships— ; 

Canadian Government Merchant}. 

ES os Ge A ee aa Se ee Cr. RIM ee care earthy): LB ar UT) ood gee bss Beto 

Canadian National (West Indies) 

ET 0 IRR Dg 9 raed cas aCe) a ee a Ce a aa Cr. 450 
Canadian Pacific Railway Company|Cr. 2, 085/Cr. Pe AT eS ed ee eee a ae SP eas weer oS 
Net Total, Railway and Steamship 

COMPAUIOB nc. 06. eben e en enee cess 248, 355 129,725|Cr. 3,907 83, 608 43,163 
Foreign Exchange Control Board... 400,000|Cr. 325,000 185, 000 265, 000 700, 000 

SunpRY GovERNMENT AGENCIES— 
Canadian Broadcasting Corporation.|Cr. 283|Cr 1 2 ee Ree en Dot, Caan Eee See eS 
National Harbours Board........... Cr. 980\Cr 267|Cr. 127 66 
Soldier Settlement of Canada....... Cr. 1,791/Cr 1, 692;Criv 1 12, 090 3,948 18,677 
Sundry Crown Companies.........-. 15,397 45,140 63,317|\Cr. 16,774|Cr. 8,486 
Sundry Crown Plants, privately man- 

OP a US a MRA SO eS OS a hes Ca ei 5 Pe OOTP 0, GOGR.. Fee Aas 
eae: de lls fo 5 im Rye me os 8 4lCr. 8\Cr. 40 
Net Total, Sundry Government 

DODO. 50h 1 ase si 2 ooo + Spee Wlde 12,351 42,682 118,096|Cr. 23,689 10, 085 

Provincial and Municipal Governments. . Cr: 629|Cr 899/Cr. 437 15,599|Cr. 4,351 
Unirep Kinapom AND OTHER GOVERN- 
MENTS— 
United Kingdom, loan under The 

War Appropriation (U.K. Financ- 

fie) AGE 1082 6 oak ose cue tt ]o Sah ee 700,000/Cr. 42,392|Cr. 55, 098)/Cr. 63, 946 
Union of Soviet Socialist Republics— 

Loan for purchase of wheat.....-.-J..-++++se00° 917 GLOSS iia.aps. Cre 11250 
United Kingdom, Australia and New 

Zealand—Air training accounts.... 72,199 56, 360 5,403 81,586/Cr. 249,504 
United Kingdom-British Common- 

wealth Air Training Plan—Settle- 

ES OES 00 A Nees ee Oe gn Sa a le Rel DEN CES ss ates 0 225,000 
United Kingdom, food advance 

ieee Gb lle xs Oke en 8 te ha HP ans Ree 6,755 13, 244 10, 613|Cr. 9,841 
War supplied, Ltd. : 5-0 oases vee es [nett torent 83,0421ICr. 11,884)Cr. 71,158).........-.- 
Other (U.K. and Other Govern- 

TUES oe car ee ko Sink a en on KE 7,405 661 16, 766|Cr. 4,215 192, 677 
Net Total, U.K. and Other Govern- 

Se Gee er Pe mee see ee ge 79, 604 847,735 190,220|Cr. 38,272 91,886 

MiscELLANEOUS— 
Dominion and National HousingActs 2,644 239|Cr 532|Cr. 1,240\Cr. 14,72 
Sundry munitions contractors, etc. 

(Department of Reconstruction and 

Supply)... seeenvernns cee te neta es 9, 260 3,640|Cr 3, 964 7,975|Cr. 738 
Sundry Loans and Advances.......-- Cr. 651\Cr 329|\Cr 61\Cr. 74|\Cr. 74 
Net Total, Miscellaneous.......----- 11, 253 3, 550|Cr. 4,557 6,661\Cr. 15,533 
Net Total, All Loans and Advances. 750, 934 697, 793 484,415 308 , 907 825, 250 


—_——_——— 
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ANNUAL CHANGES IN ACTIVE LOANS AND ADVANCES AND INVESTMENTS {FOR 
THE LAST FIVE FISCAL YEARS—Concluded 


(Thousands of Dollars) 
———————————_________ 


Fiscal Years Ended March 31 


eT ee 


Estimated 
1942 1943 1944 1945 1946 
ee ae 
INVESTMENTS 

Central Mortgage and Housing Corpora- 

tion Capital Stock so. 052. 0s. 2 PRR ce Rate > resin ahs ee eine ea a Sea eer 25, 000 
Canadian Farm Loan Board............. Cr. 985)Cr. 2, 5071Cr- 5,005|Cr. 5,001|)Cr. 2,401 
Central Mortgage Bank Capital Stock. .|......... 0. .fee ee eee eee eee e eee cence [eee e eee ees Cr. 250 
Export Credits Insurance Corporation 

Capital Stock. .cc...b-.. 0+ ee ewe [<3 ame as ee fem eae oa gee oe Se.) 500 2,000 
Other Investments) a)4.2< hoes sews ewes 6, 530/Cr. 7,645 155,931 153,052)Cr. 183, 544 
Net-Total, Investments... sehen 5,545/Cr. 10,152 150, 926 148,551/Cr. 159,195 


Net Total of changes in Loans and Ad- 
vances and Investments............. 756,479 687, 641 635, 341 457,458 666, 055 


TR ee a aa 


LOAN FLOTATIONS 


51. In the fiscal year ended March 31, 1946, the Dominion issued securities 
in the domestic market in an estimated amount of $4,565,703,898. This amount 
includes the net increase of $70,000,000 in Treasury Bills outstanding, but 
does not include the amount of the recurring issues of Treasury Bills and Deposit 
Certificates issued to refund similar securities maturing during the year. In 
the fiscal year $1,813,748,885 of Dominion obligations matured or were called 
for redemption, leaving $2,751,955,013, less cost of flotations, available for 
Government expenditures. During the year, no issues were sold to the chartered 
banks except renewals of Deposit Certificates and Treasury Bills. Since March 
5, 1946 Deposit Certificates have been issued bearing an interest rate of 3 of 
1 per cent as compared with the former rate of ¢ of 1 per cent. 


52. The following table gives the details of issues sold during the year, 
classified as to original issue by sales to the Bank of Canada and the general 
public (excluding the $33,293,471 4% School Lands Debentures held by the 
Prairie Provinces which were renewed for one year). 
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53. During the fiscal year 1945-46, the HKighth and Ninth Victory Loans 
were sold, both being larger than any previous Canadian loan sold for cash. 
The Eighth Victory Loan was sold entirely for cash in the amount of 
$1,563,619,350, the number of subscriptions being 3,178,275. The Ninth 
Victory Loan was sold entirely for cash in the amount of $2,024,711,200 (the 
figures for the Ninth Victory Loan include only the actual amount ofcash 
received at the close of the fiscal year and are not final), the number of sub- 
scriptions being 2,947,636. 


54. The following table gives the details of Dominion of Canada bond 
redemptions during the fiscal year ended March 31, 1946: 


DOMINION OF CANADA BOND REDEMPTIONS 1945-46 


ee ee eee 


Where 


. : Interest 
Maturity or Call Date Rate Vaal Amount 
eee Ln ee: Se ee 
% $ 

April 15,1945..6...2 ce cijmaleen dae vo oe ha dened i mmme e's 6 es 1 Canada...28.. 250, 000, 000 
April 16, 1945. . 2.2.2.5. 0 ale oe + (erate teem eerie anieenenyenmanrls 2 Canadaii.cs+ 102, 000, 000 
July 1; 194520. ce oe doce sgn s ene + > ee ee epee oe 4 Canada. os3..% 33, 293,471 
July. 2, 1945 0... .0.5 caste eetn eed oes 5 = 1 ale melelaie gee ome 13 Canada....i..; 450, 000, 000 
September 1, 1945...... e000 .ces ieee sens atte ia Ue Fee owes o 3 Canada...42:44 256, 000, 000 
November 15, 1945(1).......cc cee se cece cece rcees onsen erees 3 New York.... 40, 000, 000 
January 15, 1946(2).... 0... cece tee cece eee eee eee tiec teers 3 New York.... 55, 000, 000 
January 16, 19468) vc ck ie ige « vieising es +s vip wee Bisgaecas = ols 3 New York.... 30, 000, 000 
January 16,.1946(4).. ...2 -clesias case to o's ants @ Beale aimee s 3 New York.... 30, 000, 000 
February 1, 1946... 1... .20bs feet. +0 ss eee ee eaten et 45 Canada....... 45, 000, 000 
March 1,-1946... 03 cee fen ee he ok bbe cde he Se R Malye Bice ota 3 Canadaiwis, 256, 000, 000 
May 1, 1955.06) j:cch soddscliea. s Gee tem dele eaeaiiek ale crenata 3t London....... 121, 983 
September 1, 1958(5)....2.... 2c cco cee ec ccnee beteacerseres 4 ‘Lindon... was 84,338 
July 1, 19638 (0°). .05. 02. 0. ee de ee te ee geen we 3t Lendona a. 15,381 
Deposit Certificates (net). ........ cece eee eee eee eee eee a Canada... as 260, 000, 000 
Non-Interest Bearing Certificates (net).........-.-+eeeee: — Canada....... Gi 238.412 

Totak cc coeds 5 Ree I a er eee cet tee ee 1,813, 748, 885 
Less amounts renewed or converted (®)........... cece cece elem e eee e rere tet lec e rece ce eeees 897, 293,471 
Provided from cash reSOUrceS........ cece cece ee eee eee fe cence eee eer ele cece eee e cence 916,455, 414 


eS See 


(1) Maturity date November 15, 1968, called for redemption on November 15, 1945. 

(2) Maturity date January 15, 1967, called for redemtion on January 15, 1946. 

(3) Maturity date January 15, 1953, called for redemption on January 16, 1946. 

(4) Maturity date January 15, 1958, called for redemption on January 16, 1946. 

(5) These issues were vested by the Treasury of the United Kingdom in August, 1941. The amounts 
(at par of exchange) purchased in the fiscal year 1945-46 were cancelled. 

(6) Total from previous table $864,000,000 and School Lands Debenture Stock, viz. $33,293,471. 


55. The fortnightly issue of three months’ Treasury Bills was continued 
during the year and the amount outstanding was increased by $70,000,000 to 
$450,000,000. The last issue in the fiscal year was sold at a discount of 0-371 
per cent. 


56. The average rate of interest on the Dominion’s direct funded debt 
(including Treasury Bills and Deposit Certificates) outstanding at March 31, 
1946, was 2-59 per cent. This figure compares with 2-51 per cent on the debt 
outstanding at the close of the preceding year, the increase being accounted r 
by the amount of Eighth and Ninth Victory Loan bonds issued which bore 
three per cent coupon. 
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CASH DEFICIENCY 


57. The total cash deficiency of the Government for the fiscal year ended 
March 31, 1946, is estimated at $2,451,600,000 compared with $2,955,000,000 
for the previous fiscal year. 


It should be noted that while the budgetary deficit for 1945-46 is estimated 
at $1,735,703,000, the cash deficiency (that is the excess of cash requirements 
over receipts other than borrowing) exceeded this amount by $715,897,000. 
Thus borrowing from the Canadian people supplied the total cash deficiency of 
$2,451,600,000 although a large portion of the cash thus raised was required, not 
to finance expenditure but to finance the net increase in assets. 


Cash requirements for this latter purpose were much heavier in 1945-46 
than in the preceding fiscal year as can be seen from the fact that while the 
budgetary deficit for 1945-46 was $822,575,000 less than for 1944-45, the cash 
requirements decreased by $503,400,000, a much smaller amount. 

58. The following table sets out requirements for and sources of cash as 
estimated for the fiscal period ended March 31, 1946. 


REQUIREMENTS FOR AND SOURCES OF CASH, FISCAL YEAR 1945-46(?) 


(Millions of dollars) 
; REQUIREMENTS FOR CASH ‘ 
Non-War Expenditure— 
Interest on the public debt...........--.- sence recess seer eee nes $ 409-0 
Payments to provinces under wartime tax agreements........-- 98-1 
Family allowances 2.2... 1... oes ener renee nee renee cmnnes 172-6 
Other ordinary expenditure.........-.-.ees er eer esse teeter crete 352-3 
Total ordinary cash expenditure........---+++sererereee $ 1,032-0 
Capital expenditure... .........---++-seere reser eestor testes ces 4-6 
Special expenditure...........seeseeeeee creer seer cree ereees sees 17-4 
Government owned enterprises......---+-++seeerrerrrererrtstt 1-3 
Total non-war cash expenditure(?) (*).....----+eeeesererrsttrset ee $ 1,055-3 
War Expenditure— 
Department of National Defence— 
Air Force(*)....... ded, i.) oie SEEN A et IN ENS 2 OE 524-6 
ee ah Sieh ~~ xis ones oho hay pe emo se See nee” 940-5 
De a ct ka cave edn oe Rete ee sme rE TSS sees 241-8 
Department of Reconstruction and Supply.......-.--++-+sseee> 263-4 
Department of Veterans A PE a ile: sd dui S8ie «Gow Mente Be eheR oF 328-4 
Mutual Aid, UNRRA and Military (hee ero 948-8 
SOeieMLPeTEIIOTIUN. ote tt cece sence rer eer eee erent nse reese 311-0 
Total War Expenditure in Cash......----++-++eserrerets mat nee 3, 558-5 
Outlays that Increased Assets or Decreased Liabilities— 
Purchase price of increase in holdings of gold and U-S. 
Re nay x oh chs ones eras cs ee eka sean e ses Ho 31-7 
Reduction in New York indebtedness ) Bp SAN a TOME Stat G8 162-6 
Purchase price of increase in sterling balances.......--.+-+:- 28-4 
Reduction in London indebtedness.......--,-+.+s+eerrtrttte 0-3 
Cost of loan flotations, portion to be amortized.......-++--- 20-7 
Astana 40. Fe COS bos teen thet eevee ehira espe terre: 700-0 
| eer wi hes ey tebe Tape, en as ee ek ee 43-6 
Advances to United Kingdom and other governments (7)... 91-9 
Securities investment account.......--+++eeeeee esse rere — 184-4 
THe ORTIAVS lh. ey ce lacs ae nmr eip sera tenss cig ty yale y en 16-9 
Total outlays that increased assets or decreased liabilities........-- 911-7 
Grand total requirements for cash(®).....--+-++++serrrrerer sets tt es $ 5, 525-5 


(1) “‘Cash”’ and ‘‘non-cash”’ transactions are sometimes difficult to define; for example, interest payments to certain 
trust and other accounts are left on deposit with the Receiver General. Those here treated as non-cash are limited to adjust- 
ments to the valuation of assets and liabilities, and the amortization of loan flotation charges. ; 

(2) Excluding the amortization of bond discounts and commissions, $14-9 million, and premium, discount and exchange, 


(8) Excluding the write-down of assets $25-1 million and adjustments of the valuation’ of C.N.R. Securities Trust Stock 
due to net income surplus less capital losses, $22-6 million. 1 1 . 

(4) Includes $82-8 million re U.K. Settlement—War Claims—previously classified as Active Assets. 

(8) Includes $71-3 million re U.K. Settlement—War Claims—previously classified as Active Assets. 

(8) Computed by adding the 10% exchange premium to the change during the year. _ 

(7) Excludes $154-1 million U.K. Settlement—War Claims—transferred to war expenditure. 
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REQUIKEMENTS FOR AND SOURCES OF CASH, FISCAL YEAR 1945-46—Concluded 
(Millions of Dollars) 


SourcrEs or CasH 


Revenue— 
Ordinary Revenue— 
Customs duties, excise duties and excise taxesS.............. $ 812-5 
Othérindirect taxes fA. Va i a ee 9-0 
Personal income-taksveene. nick. Bohai - eee ee 691-6 
COrporateincOMee tax. ...ssc tisatte 520s ie Paes cae ee 217-8 
TExGese: proiits tare. ce re ia che ae dee pee ea eee ts 494-2 
Other direct: taxes: <- Sift EAS. Ss ee Ree See 49-8 
TOtal tax TEVENUG lat ttre ce oe eae ene otis ee aeanareere $ 2,274-9 
Post Offide- revenue, cise. sie Sem s Qa Sees Se ee se 68-6 
Return On, nVestiments.. 5 co os< Ss9:< bcos totes hel ee ee 70°9 
Other Ordinary revenues Ve oe ce eh a ote le es 21-1 
Gross Ordinary TEVENUC..... 5.0.00 ao dah darks eka $ 2,435-5 
Less estimated refundable portion of income and excess 
profite-taziex. duno. «35s Adeeoee or et Srey ee ae —72-5 
eG 2, 363-0 
Capital’refunds.. . cao ssuse cease Oe acta a ee 0-4 
Special receipts and credits in cash (8)(9)............ cece eee ee ee eee eee 569-4 
Total revenue in cash... 566500 edss0eae ss «ish de cn ve Rae ae ee eee ree ee: $ 2,932-8 
Other TeCei Des. 6.0. Sais ein ews BOS TERE EO OR a ee 141-1 


Borrowing in Canada— 
New Issues of Funded Debt— 


Treasury Bille—neétimecrease sco eeelebacstescdeutsoererer= $ 70-0 
Generalpublie..2 aes. hea eee eee “sph ipa guaens | op ceo Bats 3,598-4 
Total new issues} ,).....Bessese~deacdavee cbs poe SO Bee $ 3, 668-4 
Less maturities paidsim cash. ..3555.0 she setee teas Bok cee coree neste cor —761-2 
Add estimated refundable portion of personal income and excess profits 
tax net. 5. 6u5o Beh a oe LES ONES eee ee ae in ee ec ae 71-4 
Net increase in funded debt payable in Canada................0 00 cc cee eee $ 2,978-6 
, ee increase in floating debt payable in Canada.................02ceecesees 9-6 
ash— 
Less increase in cash balances held in domestic currency...... 7 BOR. SAD — 536-6 
Net cash deficiéney 3. f8@ oc.cs eed eee ee a eee eee eee 2,451-6 
Grand totalisources of cash (°) «... <...5::5.4.2 a> «ose Re ee ie ee Beers $ 5,525-5 


(8) Excludes entry recording increased value of C.N.R. Securities Trust Stock, adjustment re Crown plants and write-off 
of Seed Grain and Relief Loans. 

(?) The over-all requirements and sources are considerably inflated because the greater proportion of special receipts 
included as a source of cash consists of credits to certain departments where expenditures initially charged to them and 
requiring cash at that time, later became charges to other departments. These credits do not constitute new sources of 
cash nor do the corresponding debits constitute new requirements for cash; but information is not presently available to 
offset them in this statement. 


NATIONAL DEBT 


59. It is estimated that the gross unmatured funded debt (including Deposit 
Certificates, Treasury Bills and the estimated refundable portion of personal 
income tax and excess profits tax) of the Dominion outstanding at the close of 
the fiscal year 1945-46 will amount to $16,807,178,000. Other liabilities con- 
sisting chiefly of Deposit and Trust Accounts, Insurance, Pension and Guaranty 
Accounts are estimated at $2,198,478,000. The gross liabilities of the Domin- 
ion on March 31, 1946, therefore, are estimated at $19,005,656,000. On the 
other side of the balance sheet there are active assets estimated at a total of 
$5,971,591,000 consisting of cash loans and advances and investments less a 
reserve of $150,000,000 for possible losses on their ultimate realization. If the 
amount of net active assets is deducted from the amount of gross liabilities, 
there results a figure of $13,034,065,000 representing the estimated net debt of 
the Dominion as at March 31, 1946. The increase in the net debt for the year 


is estimated at $1,735,703,000, or the amount of the over-all estimated deficit 
for the fiscal year 1945-46. 
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BALANCE SHEET 


60. The following is a condensed estimated balance sheet of the Dominion, 


together with details of non-active assets: 


BALANCE SHEET—MARCH 31, 1946 


(estimated) 
(Thousands of Dollars) 
Liabilities— 
Floating Debt— - 
‘Matured Punded Debt Outstanding. .4..0.. 0... evewwncdebivesce cease ty $ 22, 604 
Stock and other obligations payable on demand...........-....-6+5 169 
DPBTORE AUG IRC. OUDHUANGIDE oe. . ow coe cc ce tee c ce sereeeseeness 59,110 
Outstanding cheques and warrants.............e cece cece cece reese 94,700 
Carer TIRIPCMINING. oc. . cas scans Coy sree s SoM R Ee eo eos conw Hays 5, 207 
$ 181,790 
Deposit and Trust Accounts— 
nets SOY es DANK... es wees ae cee eset sesn nese nas reuse as 35, 537 
Bank Circulation Redemption Fund.............0.2-eeeeeeeeeeeeees 1, 689 
Cn SE a err er ree. ret ewer irre. 17,096 
Minister of Finance Special Accounts.............0:seeeeeee eee e ences 1,167,973 
MRI Ere ee Ss pate dh cake Peas oe os eee oSe eV Fes 140, 027 
1,362,322 
Insurance, Pension and Guaranty Accounts— 
Government Annuities...<. 2.2.2.5 ....0.be ewer evens ce sesceeenaane 287, 495 
Insurance Fund—Civil Service. ...........ccecceee cece ee eeeeeeeeees 19,014 
Insurance Fund—Returned Soldiers............... ee ceee eee ce eerecs 23, 355 
Unemployment Insurance Fund (cash portion only)..........++++++- 8, 588 
War Damage Insurance Accounts..........-.-+ eee e cere rere eee eeees 12,196 
Other Insurance and Guaranty Accounts..........-.-0.-see ee eeeeeee 10, 065 ign 
360, 
Civil Service Superannuation Account........... 2. sere cere eee eens 85, 444 
Civil Service Retirement Fund.............. 2. cece cee ee eee eee eees 10,307 
Pte Poncion WUund3s,.... 5 00< os 050025 ada cs es sale ne aeiin 6+ so cleme cies ware 1,532 
97, 283 
Peter Podits....c.a.tRe I eee Caras bee ee Cote Ren beac tae e Desens recente cee eese es 25,349 
Sundry Suspense Accounts............+++++++- Sey ee ee ee re es eer 115, 604 
Mero inre LIS t, AGCOURER. 01.6.0 cccniercce one en de nt clle Se een nn es oe Hewes ae bp ae Sieie oss 11,919 
Reserves for contingent liabilities, crown COMpanieS.........-- +. esse seer eres teeter ees 43,498 
Funded Debt Unmatured— 
Payable in Canada— 
Bonds, Deposit Certificates and Treasury Bills...........-.-.+- $ 16,101,597 
Refundable portion of personal income tax and excess profits tax 
(eabimiated ) po... 5 sc55 105 esa Ek ass ase tas eee See eee eee 515, 737 
Pavabia in - Now VOPKitr0..55 5600s es sets 55s thea Rees + 54 gee ts eee ees 178,000 
Pireablo. in Tandon cine. si enh 0550s 2524 2 as ps hag RRs ss ee ee + era rie 11, 844 
16,807,178 
$ 19,005,656 
Assets— 
Cash— 
Tn Garten’ Depogite...risdtcscrgc tedden: cas attametas ste dete bea eee 794, 312 
Tn Sporial Deposits... =: sceeschsgc2ssias 5655 Sawa apes spas ot ane ee 2,673 
$ 796, 985 
partmental Working Capital Advances..........ss++eeseeeeeeeeseeees 9,260 
ans and Advances— 
To Canadian National RailwayS............ceeee eee e eee ee eeenees 699, 528 
To Foreign Exchange Control Board...........+++++eeeeseeee ee reeee 1, 550, 000 
To Sundry Government Agencies— 
Soldier Settlement of Canada............eeeeeeeees $ 52,732 
National Harbours Board...........-.+eeeeeer cece 84, 965 
Crown Companies. ....-.ccccesccecsceecccssemoetes 108, 460 
Crown Plants Privately Managed............-+++-- 46, 098 
—_—__—_—— 292, 255 
To Provincial and Municipal Governments— 
Unemployment Relief Loans........-.+++++++eeeees 156, 080 
Province of Alberta—Subsidy overpayment........ 350 
Province of Saskatchewan—Seed Grain Loans 
Gunramtaee, 1038. oo... cones veer cancers rt ees ess 11, 949 
Municipal Improvements Assistance Act.......-.--- 5,312 
eee Se I ee ee can path m a Ee Fe % 212 


173, 903 


BALANCE SHEET—MARCH 31, 1946—coneluded 


Assets—Concluded 


Loans and Advances— 
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(estimated) 
(Thousands of Dollars) 


To United Kingdom and Other Governments— 


United Kingdom—War Appropriation (United ee 


dom Financing) Act 


Government of Greece......... 
Government of Roumania 
Government of the U.S.S.R 


oo ecec rere eee ereoree res 


Pare ee ee 


United Kingdom—British Commonwealth Air 


Training Plan—Settlement..............--+200- 
Other (U.K. and Other Governments)............. 


MiscellaneGusecs sis Gs cod oo pope ne sad eee pee css < s e ene oe aes 


Investments— 


Bank of Canada Capital Stock 

Central Mortgage and Housing Corporation Capital Stock 

Canadian Farm Loan Board— 
Advances and Capital Stock 


ee eo reece er reer eeeoeee oe eee 


6.6 jw..@! 6.46 lea 6).8) Oe) 6.-e 0) ANS 6. 4.106, O26 0 8 (6 18 Siw). 0 Se. 'S eu mee 


eoeeeorerese 


ceoeoeeose eee 


Miscellaneous.c oiccie eth nee eer ee ere eae eeu absee aces atelier ces 


Province Debt Accounts..... Re! bs ee Ta ete eet tee cea ease 
Deferred Charges—Unamortized Discounts and Commissions on Loans 


Sundry Suspense Accounts— 
Minister of Finance Special Custody Account 


eevee eos see 


MisceblaneOus: oo) sc ccisce anos gosccvane dls db be preotele se wie vals eke tele eltece: ceaveicmneeneey wag 


Net Debt, March 31, 1946 


Net Debt represented by— 


(Thousands of Dollars) 


Less—Reserve for possible losses on ultimate realization of active assets. ... 


© ew 16016 0 (6 0 0-6 & 6 & B18, © [0:6 6) KS 00 0S SL OLE Che 16 ih ibe le 0) © we la Oe) Clehe) > 6 Fees 


NET DEBT—MARCH 31, 1946 (estimated) 


(A) Expenditures for Capital Purposes and Non-Active Assets— 


eae cae ice arene ws enreneNnS ONDE Se 


1,243,738 
19,533 

$ 3,978,957 
5, 920 
25,000 
21, 623 
162, 169 

214,712 

2.296 

92, 551 
1,025, 000 

1,026, 830 

$ 6,121,591 

- "150,000 

$ 5,971,591 

13, 034, 065 


$ 19,005,656 


Public Works— 
Cranal ci ie yen re cad ie aa ee RE pr oo ee $ 240, 215 
Railwaysit vides sees bs a0 sen « RAE wa range: Sas cele sine eee ree ee 429,327 
Miscellaneous. . «ssc #isieidasin cannes -foiiee aha b tac muerds Maree RI Pee Renae bee “ela ateae 316,942 
Military: Property and Stores... so.6s.0e0ce census tngcec ces sss and Se miameniaee a5 12,617 
Territorial Accounts: 2200 os a anice es eee ne eke haar o oe Fae ee RE eee ati 9,896 
Canadian Pacific Railway (Old) so... . 6a ace ose 0 eesicac ge sees os on aeleinmelels eer 62,791 
Canadian National Railways Securities Trust Stock..............ccc cece cece eeees 381, 712 
Canadian National Railways Stock. ..........ccccccccc sce ce cece tee cereseeeessees 8, 
Loans Non-Active— 
Canadian National Steamships. ......<.cs.i 0500 ds cewesesecn cate Seewe neue anieeen 13, 158 
National Harbours Board— 
Chicoutimil. ¢:ic« 3s «ink ee eae eee ee $ 3,838 
Chrarclrlh coe ick weno sled ee ee en ere rete ce ereare ins 10 
Halabi. occ ei od scars lo ie SEC ee ee cee en 12,503 
Montreal (Jacques Cartier Bridge).............cccccccceneeeees 6,398 
Que bee is cack oe WR nas Gates salads hci tcaa alae ii ere aes 27,766 
Saint Job. oe 4 c's vs backs ces scan et bots Geel tice «eee ne Rewind geen 17,056 
Three Riveracck .co8 Gedeas he dew aaa ee eae eae ee ae 3,981 
71,552 
Soldier and: General Land Settlement... . 0. <.20..0.0s¥¥ide wb opie sw Nibewle aisnsale sade we 16, 526 
Seed ‘Grain and Relief Advances, 9. c...cc5 oh wee as oode aia giee «Apts Sale el kits thio 194 
Saskatchewan Seed Grain Loans Guarantee Act, 1936..............eeeeeeeeeeerees 2,637 
Seed Grain Loans Guarantee Act, 1987.........-. 6 sees eee e cence cnet ener eee en sees 7,136 
Miscellaneous Non-Active ACCOUNES........0. ccc cece cece cece cee ee essere etseense 2,458 
1,585, 161 
(B) Consolidated Deficit Account— 
Pe Consolidated Deficit Account brought forward from March 
¢ 1G45 4, vec here Sate ca’ dears i ech Witt cd uiiiig apes oe ene eae 9, 740,575 
Excess of expenditure over revenue, lessamounts charged under (A) 
above, fiscal year ended March 31, 1946 .................00000- 1, 708, 329 
———$___———_— 11,448, 904 


$ 13,034,065 
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eB. The following table gives the details of the various obligations included 
in the unmatured funded debt of the Dominion outstanding as at March 31 
1946, and the annual interest charges thereon: 


eee ee Oa UNDE 


Date of Maturity 


DUETTLP ADs Voss speceynctacscessosers 
CS DRE Senne eos 
oo ee es ee 
i AE ie aie eas a 
Dice 0S Re egies eo pe 
Se RE ae a ne ee 
(1 Se e  Pae 2, Ra Se 

| A ne al RRA San anes Sea 

Re Ss ge vis, 8 bon 4 2% bo oe Oe 

a a a ener se eS 
A. to care ee Oa es ee ees 
Orem cy A ce ccs esis Se gidila a eieye 
ER rs See eee Sea oa ee © +3 
DM, ee, ee ak eke ahs oe 

SNES, OTR ida et cee tee cie ke eee es eae 
ay | EN ae I Re anemone carere ae 
Css wens cer sss wecan eyes 

NR ee eee ee 

J A OS ene cee 

RE oe icles as ig assaccseocs eye? 
RM TELS E AS Ghev,~ Ke EN Ketone ete © ope ee 
Nov. LES ph ao 1 SR ern rar ee ee 

Rt a I aaa ik 
Sy Ei S COU Pre) Pere 
(OS Geer renee eee 

sys ie Coie aie iene a SOC 

(GN oS ea Ws haa Oa 
ree, BST cls hanes 35 y* 
1 Dsige eed onan ent naming aiaeg ite Diet aa ere 

BS A Ae Se ea 
Pe he th bree csi ie acs > vee 4 

SS ee ene Se eee ee ea 
SA, ae eer 1s te Bae ae 

Pees ane | his ete). Odo red. Petes. elgg - oar 

See ee | Bits. ob eine 4. Hoes Ra Fo she 
SS OE Eee a ee ee 

Wee 1 keed chi oh hd eed bicker dt as « 

COV ete Warsi dose Sates oh mbes Shearer 

RONEN I Ni sick g: oo, banias won 22 o RK Sree Ot 

CUPP Spee istcate ne v Pere has Baie we WM aters 
fC) A ape San Oe s See ere ies Fae 

RA OS aera a eee ee ee 

OS OA Oke fA i And s Bien he eae ae 
MDcLa >. Pe eed, ik he Fac SK oe 

SE ey Siar ee see eee een 
ERS SUR Sta RE ee ae 

TETOCUIRRT Ed. . nk 2. ee. dos Be. ee SL 

1946, April 12 Treasury Bills.............-. 
April 26 Treasury Bills............--- 
May 10 Treasury Bills............--- 
May 31 Treasury Bills.............-: 
June 14 Treasury Bills.............-- 
June 28 Treasury Bills.............-- 
April 2 Deposit Certificates 
April 9 Deposit Certificates 
April 16 Deposit Certificates 
April 23 Deposit Certificates 
Sept. 3 Deposit Certificates 


(1) Redeemable at 1003 per cent. 
(2) Redeemable at 101 
(3) Redeemable at 101 
(4) Redeemable at 101 
(8) Redeemable at 101 


per cent. 
per cent. 
per cent. 
per cent. 


l[oooen Bo on|co 


1 a 0c IH 05 cc a eo | I Bolt Bo) loo 


WWWWEHE WE WW RR NWN Ne be ee ee 


Biel 


DP ROw RWW RWW WOR OO 
bole wie bole ea 


wie 


Paar si 


Pre 


WWW WWWW RW Bb 


Where 


Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
London 
New York 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
London 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
London 
Canada 
Canada 
Canada 
Canada 
New York 
New York 
Canada 
London 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 
Canada 


@) 


250,000,000 00 
100,000,000 00 
144, 253,000 00 
33,293,470 85 
256,000,000 00 
197,455,000 00 
193,286,000 00 
3738, 259,000 00 
103,084 94 
30,000,000 00 
50,000,000 00 
269, 879,000 00 
239,713,000 00 
344, 267,000 00 
50,000,000 00 
33,500,000 00 
267,800,000 00 
50,000,000 00 
335, 690,000 00 
50, 250,000 00 


(2) 649, 969,592 50 


60,000,000 00 


(3) 50,500,000 00 


324,945,700 00 
56,191,000 00 


(4) 676,355,489 00 


4,836,418 74 
40,000,000 00 
55,000,000 00 
43,125,700 00 


(5) 855, 607,410 50 
1,111, 261,650 00 


37,523,200 00 
88, 200,000 00 
3, 260,844 50 
276, 687,600 00 


1, 197,324,750 00 


289, 693,300 00 


1,165,300, 350 00 


100,000,000 00 
48,000,000 00 


1,315, 639, 200 00 


3,643,482 41 


1,295, 819,350 00 


54,703,000 00 


1, 689,021,200 00 


55,000,000 00 
75,000,000 00 
75,000,000 00 
75,000,000 00 
75,000,000 00 
75,000,000 00 
75,000,000 00 
95,000,000 00 
95,000,000 00 
95,000,000 00 
95,000,000 00 


75,000,000 00 | 


D\DEBT AND TREASURY BILLS AS AT MARCH 
ND ANNUAL INTEREST THEREON oe 


Annual 
Interest 
Charges 


3,455,462 50 
3,865,720 00 
6,532,032 50 
2,077 12 
750,000 00 
1,625,000 00 
6,072,277 50 
4,194,977 50 
6,024,672 50 
1,625,000 00 
1,088,750 00 
4,686,500 00 
1,625,000 00 
5,874,575 00 
1,625,000 00 
19,306,027 50 
1,950,000 00 
1,625,000 00 
9,748,371 00 
2,247,640 00 
20,089,767 00 
157,183 61 
1,200,000 00 
1,650,000 00 
1,940,656 50 
25,414,081 50 
33,337,849 50 
1,688,544 00 
2,646,000 00 
130,433 78 
12,450,942 00 
35,919,742 50 
13,036,198 50 
34,959,010 50 
4,000,000 00 
1,560,000 00 
39,469,176 00 
118,413 18 
38,874,580 50 
1,777,847 50 
50, 670, 636 00 
1,650,000 00 
272,250 00 
273,000 00 
272,250 00 
272,250 00 
271,500 00 
278,250 00 
712,500 00 
712,500 00 
712,500 00 
712,500 00 
468,750 00 


Amount outstanding includes $ 250,000.00 redemption bonus. 
Amount outstanding includes $6,435,342.50 redemption bonus. 
Amount outstanding includes $ 500,000.00 redemption bonus. 
Amount outstanding includes $6,696,589.00 redemption bonus. 
Amount outstanding includes $8,471,360.50 redemption bonus. 
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UNMATURED FUNDED DEBT AND TREASURY BILLS AS AT MARCH 31, 1946, 
AND ANNUAL INTEREST THEREON—Concluded 


eee — —oOEe—_OOODR.OVOOwSS0ooowm'['™? @ 


Rate Where Amount Annual 
Date of Maturity Per Payable of Interest 
Cent Loan Charges 
Ey tae ae 7, 2 Sa wt) PR Ee I 2 
$ Cc. $ c. 
1946, Sept. 10 Deposit Certilicates:.s.-.>-- +625 Canada 95,000,000 00 593,750 00 
Sept. 17 Deposit Certificates......... -625 | Canada..... 95,000,000 00 593,750 00 
Sept. 24 Deposit Certificates......... +625 Canada 95,000,000 00 593,750 00 
1947, June 15 Non-interest Bearing 
Cerntiicates:- 6-5 eee Canada OS O0L, 412-0k |iiwank eteeres eam 
1950, June 15 Non-interest Bearing 
CErhieates.Anwsces ope sees Canada S87 O17. SO paste van eae. ee 
War Savings Certificates.............+2006- 3 Canada 273,760,075 80 8,212,802 27 
War Savings StampS.......-.....eeese cence Canada 5, 004,5/0 50 |... ee fee nee 


16, 291,440,933 49 430,949,114 29 
Refundable portion of personal income tax 
and excess profits tax (estimated)...... 2 (8) Canada 515, 736, 835 92 (®) 5,274,812 38 


16, 807,177,769 41 436, 223,926 67 


Payable in Canada... ..5... 052-00 faeee neces cere es eeees $116, 617, 333,938 82 98-87% 
Payable in New York............-Jeee ee eee fee eee cece eees 178,000,000 00 1-06% 
Payable in London... .c.0...66060 deesaees|>scadecse sere: 11, 843,830 59 0:07% 

16,807,177, 769 41 100-00% 


(8) Interest on refundable portion of personal income tax only. 


INDIRECT LIABILITIES 


62. Bonds and debenture stocks bearing the guarantee of the Dominion 
and outstanding in the hands of the public, totalled $541,000,000 at March 31, 
1946, a decrease of $65,665,000 from the amount outstanding at the close of the 
preceding fiscal year. This decrease is occasioned mainly by the redemption 
of two Canadian National Railway bond issues one of which in the amount of 
$50,500,000 was to come due December 15, 1950, but was called for prior pay- 
ment on December 15, 1945, and the other, in the amount of $15,000,000, came 
due on January 15, 1946 and was paid off. The funds required to meet these 
maturities were loaned to the Company by the Government. 

63. There were also outstanding at the close of the fiscal year, other con- 
tingent liabilities authorized by various statutes. 

64. Pursuant to the terms of an Order in Council dated August 11, 1948, 
the Commodity Prices Stabilization Corporation, a Government-owned Cor- 
poration, guaranteed certain advances, obtained by any person engaged in the 
production of logs or lumber, from a chartered bank. The liability of the 
Corporation is limited to twenty-five per cent of the aggregate advances made 
by each bank. The contingent liability of the Corporation at March 31, 1946, 
was $1,515. 

65. Under the terms of an Order in Council dated April 17, 1945, the 
Commodity Prices Stabilization Corporation was authorized to guarantee 
certain advances and interest thereon obtained by any person from a chartered 
bank in order to purchase coal, coke or briquettes in the summer of 1945. The 
liability of the Corporation is limited to ten per cent of the aggregate amount 
of advances made by each bank, but the maximum amount of guarantee is 
Be oe The contingent liability of the Corporation at March 31, 1946 was 

66. Under the terms of an Order in Council dated May 4, 1943, the Govern- 
ment guaranteed bank overdrafts obtained by certain Crown companies and 
management-fee companies doing business under the Department of Munitions 
and Supply. Prior to the establishment of this system of financing, funds 
advanced by the Government to the contractors remained idle for considerable 
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periods. The amounts of the various overdrafts are repaid monthly, so no 
liability is outstanding at the close of the fiscal year in connection with this 
guarantee. The maximum amount of guarantees authorized at March 31, 
1946, was $23,590,000. 

67. Before operations under the Home Improvement Loans Guarantee 
Act were discontinued (October 30, 1940) 125,720 loans had been made by 
banks and other approved loaning institutions to home owners under the terms 
of this Act and the total amount of such loans was $49,959,055. The Dominion’s 
contingent liability arising out of these loans is limited to 15 per cent of the 
aggregate of such loans made by approved lending institutions, but as the balance 
of these loans on March 31, 1946, was $98,667, the contingent liability of the 
Government is limited to this amount. Up to March 31, 1946, 1,268 loss claims 
for an aggregate amount of $462,873 had been paid. In terms of total losses 
to total volume of loans, this loss ratio is only 0-93 of one per cent. 

68. Under the provisions of the Appropriation Act No. 5, 1942, the Home 
Extension Plan was started. It provided for loans not exceeding in the aggregate 
$2,000,000 by banks under regulations similar to those of the Home Improvement 
Loans Guarantee Act for the purpose of financing the creation of additional 
self-contained housing units by alterations or additions to a building used solely 
or partially as a dwelling at the time application is made for the loan. To 
March 31, 1946, 59 loans for a total amount of $109,238 had been made. The 
Dominion’s contingent liability arising out of these loans amounted to 15 per 
cent. of the aggregate of such loans made by the banks or $16,309. There have 
been no claims for loss made by the banks. 

69. Under the Dominion Housing Act, 1935, the National Housing Act, 
1938, and the National Housing Act, 1944, the Dominion has accepted and is 
accepting certain obligations arising out of its contracts with approved lending 
institutions which, while not expressed in the form of a guarantee, may never- 
theless be regarded as contingent or indirect liabilities. On January 1, 1946, the 
Central Mortgage and Housing Corporation Act, 1945, was proclaimed and since 
that date the Corporation has been acting as the agent of the Minister of Finance 
in connection with loans under these acts. 

The manner in which losses in respect of any loan are to be shared by the 
Dominion and the lending institution was fixed by the contract. The general 
principle under the Dominion Housing Act and the National Housing Act, 1938, 
was that the Dominion bears two-thirds of the loss, if at the time the loss is 
sustained the principal amount of the loan repaid, less any other amount due, is 
equal to or less than the amount advanced by the Dominion and one-third of the 
loss if- at the time the loss is sustained the principal amount repaid, less any 
other amounts due, is more than the amount advanced by the Dominion. In 
the case of small loans (that is, loans not in excess of $4,000 in the case of single 
family dwellings or not in excess of $700 per habitable room in the case of multiple 
family dwellings), the share of the loss to be borne by the Dominion is not more 
than 80 per cent and not less than 50 per cent of the loss. Under the National 
Housing Act, 1938, a new provision was added to encourage the making of small 
loans in such small or remote communities and in such districts or other com- 
munities as may be designated by the Minister of Finance in any contract. 
In respect of such loans, the Dominion has agreed in contracts with certain 
lending institutions to pay losses sustained by any such lending institution up to 
certain amounts determined by the contract which are not less than 7 per cent 
and do not exceed 25 per cent of the total amount of such loans made in such 
areas by each such lending institution. Under the National Housing Act, 
1944, the Dominion bears the first one-quarter of the loss and agrees to pay 
losses sustained by any lending institution up to fifteen per centum of the total 
amount of loans made in any area by each such lending institution. 

Loans to the number of 27,368 covering 32,612 dwelling units have been 
approved as at March 31, 1946, under the Dominion Housing Act, 1935, the 
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National Housing Act, 1938, and the National Housing Act, 1944, the total 
amount of such loans being $113,617,150.00 Losses recorded and paid to 
March 31, 1946, amounted to $2,644.78 covering the Dominion’s proportion of 
the loss on seven loans. This amount represents total losses to that date under 
both the Dominion Housing Act, 1935, and Part I of the National Housing Act, 
1938. These losses are offset in part by a profit of $497.74 realized by the sale 
of eleven properties. The net loss to March 31, 1946, is therefore only $2,147.04. 
There have been no losses under the National Housing Act, 1944. 

70. Under the terms of two Orders in Council passed under the Export 
Credits Insurance Act, the Dominion Government guaranteed the payment to 
certain contractors for goods sold to V.O. Machinoimport, an agency of the 
Government of the U.S.S.R. The maximum amount authorized was $236,000. 
Payment having been made for these goods prior to March 31, 1946, there was 
no liability to the Government. 

71. Under the provisions of the Farm Improvement Loans Act, 1944, the 
Government guarantees loans made by chartered banks to farmers for authorized 
purposes. The amount of the guarantee is limited to 10 per cent of the aggre- 
gate principal amount of the guaranteed farm loans made by each bank. At 
March 31, 1946, 6,156 loans had been made by the chartered banks in the 
amount of $4,726,153. The contingent liability of the Government at that date 
was $472,615. 

79. Order in Council dated May 22, 1945, P.C. 3636, passed pursuant to 
the War Measures Act, authorized the guarantee of bank loans to merchants or 
business men in Halifax and Yarmouth whose places of business were damaged 
or looted in the disturbances on May 7 and 8, 1945, in order to enable them to 
make essential repairs and replacements of premises and fixtures and to purchase 
stock-in-trade. Sixteen loans totalling $68,000 were made under this authority, 
all of which had been repaid by March 31, 1946. 

73. The following is a statement of bonds, debenture stocks and other 
indebtedness guaranteed by the Dominion outstanding on March 31, 1946: 


BONDS AND DEBENTURE STOCKS GUARANTEED BY THE DOMINION 
GOVERNMENT AS AT MARCH 831, 1946 


Date of Rdawts Interest Amount 
Maturity Rate Outstanding 
% $ 
July 1, 1946....|Canadian Northern........-....+eseeseerereeets 64 23, 752, 000 
April 1, 1948....|New Westminster Harbour Commissioners...... 42 700, 000 
Sept. 1, 1951....|Canadian National) ich eee eee dee reek 44 48,022,000 
Feb. 1, 1952....|Canadian National.........--.-+-sseeeee trees o 20, 000, 000 
Aug. 1, 1952..../Saint John Harbour Commissioners.......-----: 5 667, 953 
Feb. 15, 1953....|Canadian National............... see e eee e eee ees 3 25, 000, 000 
July 10, 1953....|Canadian Northern............+-s+eeeeceeeerees 3 1, 162, 768 
Feb. 1, 1954....]Canadian National.........4.-+.- efemesteees ess 5 50, 000, 000 
Mar 1, 1955....|Canadian National (West Indies) Steamships 
Larmiteds &.wel. vse cing el tala. Bab ella As Be 5 9, 400, 000 
June 15, 1955....|Canadian National.............0-sseeee sree cece 43 48,496, 000 
Feb. 1, 1956....|Canadian National............. cee eects sence ners 43 67,368, 000 
July 1, 1957....\Canadian National... ...... 2060s ceed ec eee beeen: 45 64, 136, 000 
July 20, 1958....|Canadian Northern...........:-.-sseeeeseeeeees 33 5, 636, 508 
Jan. 15, 1959....|Canadian National...............-eeeee eee eecces 3 35, 000, 000 
May 4, 1960....|Canadian Northern Alberta............--+++-++: 33 551, 505 
May 19, 1961....|Canadian Northern Ontario..........+-.-+++++++5 33 3,610, 074 
Jan 1, 1062... . (Grand Punk Pacer...) eee ceneas vee aes 3 26, 465, 130 
Jan 1.71962)... |Granid Trunk*Paciiie. 2). 7.'2. 22g Seer ee as 4 7,999, 074 
Oct 1,° 1969... |\Canadian National) ixcsy..esy ees es SRG 5 57,728, 500 
Nov. 1, 1969....|Harbour Commissioners of Montreal............ 5 19, 000, 000 
Feb. 1. 1970....|Canadian National.............-+++++seeeeeee ees 5 17, 338, 000 
Various dates 
1A46-D5. ic dceteriems City of Saint John Debentures assumed by Saint 
John Harbour Commissioners...........-++: Various 590, 229 
Perpetual LP ORES oe ts Grand Trunk Debenture Stock..............645- 5 1,475, 442 
oceania BG Great Western Debenture Stock..............66+ 5 861, 059 
feet ee ees Grand Trunk Debenture Stock................+. 4 6, 012, 042 
bier Crit Northern Railway of Canada Debenture Stock. . 4 27,458 


540, 999, 742 
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OTHER GUARANTEES OR CONTINGENT LIABILITIES 


Principal Amount 
Outstanding 
March 31, 1946 


Bank Advances, re Province of Manitoba Savings 


Girt SEAN Ayan) Saya eer apes Fie ne wer eee re $ 4,968 ,078 
Province of Manitoba Treasury Bill...............-. 3,500 ,000 
Loans made by approved lending institutions under 

Dominion and National Housing Acts........... Indeterminate 
Loans made by approved lending institutions under The 

Home Improvement Loans Guarantee Act, 1935. 98 ,667 
Loans made by approved lending institutions under 

the iomer xcension Flan. . is Soars. 16 ,309 
Deposits maintained by the chartered banks in the 

ON MOA FDS a ERIE Sh ore ear 518 , 135,599 
Bank Advances, re Government War Contracts— 

Department of Reconstruction and Supply....... 8,700 


Bank Overdrafts—Government War Contracts; 
Department of Reconstruction and Supply (closed 
POMEL Ae sek ds ole ee eis i es — 


Bank Advances, re production of logs or lumber— 
Commodity Prices Stabilization Corporation..... 1,515 


Bank Advances, re coal, coke or briquette purchases— 
Commodity Prices Stabilization Corporation.... 32,032 


Guarantee under Dominion-Provincial Taxation Agree- 
ments of Provincial receipts from gasoline taxes at 
amounts received in fiscal years ending nearest 
BD TRL: “es nae DG BLL: [ee ae en a a Indeterminate 


Guarantee under Dominion-Provincial Agreements of 
Provincial liquor revenues at amounts received 
during the twelve months ended June 30, 1942.. Indeterminate 


Guarantees under Part II, Export Credits Insurance 
ee ae ne ee be eas Re ae Indeterminate 


Loans made by chartered banks under The Farm 
Improvement Loans Act, 1944..........-----+-- 472,615 
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(B.) CANADIAN ECONOMIC CONDITIONS 
ANNUAL FIGURES 


Calendar Years 


1926 1928 1932 1937 1939 1943 1945 


Group I.—Comprehensive Indexes 
(1935-39 = 100) 


Physical volume‘ot business-& . << senan Sec: oto ciate etctene eatenetane 87 103 69 107 107 236 213 
Volume offmanulacturinge. ss. crete neces ee ae ese 89 100 66 109 105 294 249 
Bu i ab 8 9 aie egg eee Ree MS A i Ae Oe eta ac 55 65 59 104 118 242 157 
Forestry sey anaes Fai heheh wn SRO ROE ee 84 87 57 117 103 123 127 
Carlos dings: S824 gis cnie i bem woe con ree Ree eee eee 131 148 88 106 102 139 145 
Electric power output. ..... 2... else tate ie ee ere at at eee 46 61 61 106 108 154 153 
Employment’ Gos octet cave sring es. eke see eee ele ne tae etel eaten. 100 112 88 114 114 184 175 
Netronalancomeé (b) iiss... 0. eae eat oe oe een aera 110 129 69 107 103 222 236 
Rotail:sales woes. eee eee ee ry Fa Rigi ae «pages (f) (f) 92 105 105 161 187 


Group Ii.—Price Levels and Financial Factors 


(1926=100) 
Wholesale pricésis...ccciesie 8d uwisaleamie ss aes racer aerate. 100 - 96 67 85 75 100 103 
Farm product: prices...<...é0.05-4+.4e acai sie Soe ee eee eee 100 101 48 87 64 96 105 
Cost of Living (@) 2... cisco os «oR ne ees aa eiceen. hae Se 122 12 99 101 102 118 120 
Common stock prices (¢) acaee nee ee ere ee nee 92 147 51 117 92 84 100 
Bank depositasees chee ek er eee Se eon 100 115 100 120 132 199 270 
Active currency circulation... .2.<....esae hake. eee eee eras 100 105 81 103 lil 353 488. 


Group Iil.—Gross Value of Production in Major 
Industries (§ millions) 


APrICULbUTE. £%.. 5. saison oe aseinccvae tee OU TORE on ete tates Ceres 1 e1O Ee 5239 487 731 900 | 1,524 |(d)1, 702 
POLeS br. cco veces RoR ee Ee ere 556 586 267 494 466 810 |(d) 944 
Wisheri€s i. ic... 6500s on a wea ws bo O® OR ee eaten eee 73 71 34 51 53 119 |(d) 155: 
Mining (including Smelting)... aee~ sects. ee ie eee 277 313 234 663 663 974 |(d) 856 
Construction: ec cees Boras peo soins he ier Sao ray ota 424 571 267 390 373 572 \(d) 458- 
Manufacturing sacc.cce favs et ise ine eto er rer coerete eae eet ae 3,101 | 3,582 | 1,980} 3,625 | 3,475 | 8,733 |(d)8, 266. 


Group IV.—Foreign Trade and International 
Transactions ($ millions) 


Exports (gold excluded) ..........sscsee er reer es -nekeimn eer toi 1,364 498 | 1,012 936 | 2,971 3,218 
Net non-monetary gold exports (€)................020eeee ees 30 40 70 145 184 142 96: 
Total exports, including non-monetary gold................-- 1,307 } 1,404 568 | 1,157 | 1,120 | 3,113 3,314 
Imports (gold excluded) 0 3 -eeeaes ee eee ee eee ae 1,008 | 1,222 453 809 Tok | 4,785 1, 586: 
Wotaletrad ess vacates wee y ede ere ae eee a ekstoenteters 2,315 | 2,626 | 1,021 | 1,966] 1,871] 4,848 4,900: 
Export balances aca sachs een cease ere cert +299 | +182 | +115 | +348 | +369 |+1,378 | +1,728. 
Net tourist receipts sccc. sae were oes otis oreitie OGRE sonics eeveisioe 53 79 65 79 68 52 (f) 
Net interest and dividends going abroad.............-.-00-- 201 221 262 226 249 202 (f) 


(a) 1926=100. 

(b) Indexes from 1939 are based on a new series and are not strictly comparable with those of earlier years. 

(c) 1935-39=100. 

(d) Estimated. 

(e) Adjusted for changes in stocks of earmarked gold. These figures were computed by the Bank of Canada on the- 
basis of official trade returns. 

(f) Not available. 
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